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Professional ‘Hotes. 


Tue Tamworth Corporation Bill came _ before 
the House of Commons Select Committee on 
Private Bills on March 10th and 11th. Clause 
144 provided for the appointment by the Cor- 
poration of auditors in such manner as the 


Corporation should direct in lieu of the auditors 
appointed under the Municipal Corporations Act. 
It was further laid down that auditors should 
be members of the Institute of Chartered 
Accountants or of the Society of Incorporated 
Accountants and Auditors or of the London 
Association of Accountants, Limited. 

The Corporation of Accountants, Limited, 
petitioned for the inclusion of their name in 
the Clause, and the London Association 
of Accountants, Limited, petitioned against 
alterations to the Clause as submitted by the 
Corporation. Neither the Institute of Chartered 
Accountants nor the Society of Incorporated 
Accountants and Auditors appeared before the 
Committee. After a long hearing, during which 
the Chairman made some protest against the 
expense to which the Tamworth Corporation 
was being put in having the matter fought out 
on their Bill, the Committee decided to add the 
name of the Corporation of Accountants, Limited, 
to the Clause. 

A good deal of sympathy is being expressed 
for the Municipal Corporations in regard to the 
expense and delay to which they are being 
put in having the question of the qualifications 
of Municipal Auditors continuously fought on 
Bills brought before Parliament for purely 
municipal purposes, and the Chairman wanted 
to know where it would stop, as a witness sug- 
gested that there were some 17 Associations of 
Accountants who could still petition to be heard. 
It looks as if Municipal Corporations will be forced 
to take steps for an entirely new form of Audit 
Clause in their Bills. 


Numerous questions have been raised in the 
House of Commons during March in regard to 
the accounts of public companies and the duties 
of Auditors under the Companies Act. Sir 


282| John Ferguson asked the President of the Board 


of Trade whether he would invite the Committee 
of the London Stock Exchange, the Committees 
of the Institute of Chartered Accountants and the 
Society of Incorporated Accountants and of the 
Federation of British Industries to furnish him 
with information about the defects in the Com- 
panies Act, 1929, and as to how the Act in the 
light of recent financial disasters could be im- 
proved for the protection of the public. 


The President of the Board of Trade (Mr. 
Graham) said that he would do everything in 
his power to secure a vigorous application of 
the Companies Act, 1929, but honourable members 
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had asked him for amendments and he was 
unable to promise fresh legislation until the 
existing Act had had rather a longer run. Mr. 
Graham also pointed out that the form of 
Auditors’ report prescribed by sect. 134 of the 
Companies Act, 1929, was considered by the 
Company Law Amendment Committee, which 
included three eminent Accountants, and that 
Committee reported against any alterations in 
that respect. 


—_—_— 


On a subsequent occasion Mr. Womersley 
asked the President of the Board of Trade 
whether he had requested the Institute of 
Chartered Accountants and the Society of 
Incorporated Accountants to suggest a statutory 
formula for auditors’ certificates designed to 
protect the public in cases where companies 
were combinations working through subsidiaries. 
Also whether he would, when bringing in an 
amending Act, abolish the legal necessity for 
an Auditors’ certificate to be attached to accounts 
of a parent concern whose auditors would not 
accept responsibility for the accounts of its 
subsidiaries. Mr. Graham, in reply, referred to 
the answer he had formerly given and declined 
to carry the matter further at the time. The 
difficulty of the situation is that these questions 
obviously relate to the accounts of a well 
known company which are now the subject of 
investigation and upon which a report has not 
yet been issued to the public. 


The Court of Appeal has reversed the decision of 
Mr. Justice Rowlatt in the case of Commissioners 
of Inland Revenue v. Sir H. C. Holder and 
Another. The question at issue, as explained in 
-our notes last month, was whether accumulated 
interest which became payable to a bank under a 
guarantee should be regarded as part of a general 
fund, or whether the interest should be treated 
separately and the guarantors thus enabled to 
recover Income Tax in respect of same. Mr. 
Justice Rowlatt’s view was that there was no 
reason for treating the interest as part of the 
capital fund. It was, he said, simply arrears of 
interest, and what was interest for one purpose 
was interest for another. The Court of Appeal 
has taken a different view. The Master of the 
Rolls said that whatever had been paid by the 
guarantors was a totality consisting of capital 
and interest capitalised in the way usual with 
bankers. The accumulated sum paid to the bank 
on account of interest was not interest during 
the year of charge such as was contemplated 
by sect. 86 of the Income Tax Act, 1918, which 
applied only to payments of interest which were 


subject to the Finance Act for the particular 
year. It was not right to analyse the total sum 
paid by the guarantors. Each component item 
that made up the total was of the same quality 
and degree as between the bank and the guaran- 
tors. It was the person who had the accommoda- 
tion and had to pay interest from time to time 
who was entitled to repayment under sect. 36, 
and not the person whose liability to pay arose 
under a different contract. 


Stress was laid by the Court upon the fact that 
it had been the practice adopted by banks for 
over a century to deal with interest by yearly 
or half-yearly rests and add it to capital, but it 
does not seem very obvious that the treatment of 
an item in the books of a bank should affect the 
position of third parties with regard to Income 
Tax liability. Any such plea by a taxpayer is 
always resisted by the Inland Revenue. If the 
bank has accounted for the interest year by year 
to the Inland Revenue, as and when charged 
against the customer, it would seem that the 
Crown is having a distinct advantage in having 
the interest regarded as a capital payment by the 
guarantors. If the interest had been paid out 
of taxable profits by the original debtor he would 
have been entitled to charge such interest as an 
expense in his accounts. 


An interesting case was decided in the Courts 
last month in relation to a company which for a 
time had carried on business successfully, but at a 
later stage found itself hopelessly in debt. Two 
other companies who were closely associated with 
it by the ownership of shares decided to release 
and give up a large part of the debts due to them, 
and it was claimed that the amounts so given up 
were not profits assessable for income tax pur- 
poses on the company receiving .the benefit. It 
was not disputed that all the transactions were 
perfectly genuine. The Special Commissioners 
held that the sum given up was not a gift but a 
trading transaction in the course of the com- 
pany’s business, and that it should accordingly 
be brought into the profit and loss account. On 
appeal by the company, Mr. Justice Rowlatt 
decided that the cancelled debts were not a profit 
in the sense claimed. 


In the course of his judgment his Lordship 
said: “‘ What is chargeable to Income Tax under 
Case I of Schedule D is the profit which is made 
by comparing the amount which you receive from 
selling goods or rendering services and putting 
yourself in a position to do that by buying goods 
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and finding: the expenses for rendering the ser- 
vices, with the necessary adjustments to allow 
for stock which is carried over from year to 
year—that is to say, the difference between what 
you receive and what you have to pay out in the 
year’s trading. How the forgiveness in that year 
of past indebtedness can add to those profits I 
cannot understand.”’ He accordingly refused to 
admit the contention of the Crown that the 
accounts for the year under review should be re- 
opened and the debt which had been released 
cancelled because it was not an effective debt. 
If the company had been forced into liquidation 
no such question of profit could have arisen, 
although the effect would have been the same as 
regards the companies which made the sacrifice. 
The case was that of British Mexican Petroleum 
Company, Limited, v. Jackson (Inspector of Taxes). 
A novel point was raised before Mr. Justice 
Rowlatt last month by Mr. F. H. Hamilton in 
relation to his sur-tax liability in respect of taxed 
dividends on shares in a company in which he 
had a large holding. The company had paid in 
dividends a sum exceeding its assessable profits, 
and the question was whether the dividends so 
received were income to the full extent, or only 
to the extent that they represented taxable profits 
of the company. It was contended that the 
amounts returnable by the individual share- 
holders for the purpose of sux-tax could not 
exceed their respective shares of the total amount 
on which the company was chargeable to income 
tax. In dismissing the claim his Lordship said 
he did not know that a taxpayer very readily 
obtained access to the assessment of the company 
from which his dividends were received. The 
system of co-ordinating the assessment of divi- 
dends with the assessment of the company was 
quite unworkable and the relief would be elusory. 
Legislation in his opinion did not point to the 
contemplation of any such principle being 
adopted. He did not wish to express any 
view as to whether as between the shareholder 
and the company the shareholder could get any 
modification of the amount deducted. 


The House of Lords has just given its decision 
in a number of derating appeals. One of these, 
Kaye (Revenue Officer) v. Eyre Brothers Limited, 
relating to a motor repairing company, appears 
to place businesses of that character outside the 
operation of the Act. The building which formed 
the subject of the claim was a large shed used 
for the repair of motor cars and the storage of 
cars awaiting repair, with certain accommodation 
for storage of spare parts and accessories, together 
with a mess room and spirit pumps. Several 


workmen were employed continuously on the 
repair work which was carried on in a building 
separated by a private road from other premises. 
belonging to the company, these other premises 
being occupied as offices and sale-rooms. Both 
the Divisional Court and the Court of Appeal 
decided in favour of the company, but the House: 
of Lords has taken a different view and ruled that 
the two portions of the company’s premises were 
primarily kept and used for the purpose of a retail 
shop and therefore were not industrial heredita- 
ments within the meaning of the Act. 

It will be interesting to those who are con- 
cerned with claims by the Inland Revenue in 
respect of sur-tax on the undivided profits of 
private. companies under sect. 21 of the 1922 
Act as subsequently amended, to learn that where 
a claim under this section has been successfully 
resisted the costs of the proceedings have been 
allowed as a deductible expense in the company’s. 
accounts. 

The number of cases in which the Inland 
Revenue has claimed to assess sur-tax on un- 
distributed profits of private companies was. 
stated by the Chancellor of the Exchequer 
recently to number 256, of which 56 are still 
awaiting decision. Of the other 200, 116 were 
not contested by the companies concerned, ‘and 
14 were dropped by the Inland Revenue on receipt. 
of further information. There have thus been 70 
contested cases settled, of which 33 were decided 
in favour of the companies, 27 in favour of the 
Crown, and 10 partly in favour of the Crown 
and partly in favour of the companies. 

It is stated that, under the authority of sect. 103 
of the Income Tax Act, 1918, the Inland Revenue 
is claiming from house agents a return of all rents. 
received by them on behalf of clients in respect 
of the letting of furnished houses, and that the 
Income Tax Payers’ Society is taking steps to. 
contest the position on the ground that the 
powers claimed on behalf of the Inland Revenue 
were never intended to be conferred by the 
section in question. The result will be awaited 
with interest. 

According to the report of the Commissioners. 
of Inland Revenue the number of persons 
assessed for super-tax in respect of the year 
1928-29 on incomes exceeding £100,000 was 130, 
and their total incomes amounted to nearly 
£25,000,000. In all, 97,600 persons were assessed 
for super-tax, their aggregate incomes being 
£541,319,000, and the tax assessed £52,611,000. 
For the year 1929-30 the total number of persons. 
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chargeable for Income Tax numbered 2,250,000, 
which was an increase of 50,000 over the previous 
year, while the number with incomes above the 
exemption limit, but relieved entirely of tax 
through abatements and allowances, was about 
2,850,000. 


DR. COATES ON THE MONETARY 
PROBLEM. 


In the admirable paper on “Some Aspects of 
the Currency Question,” which Dr. W. H. Coates 
recently read before the Incorporated Accountants’ 
London and District Society, the speaker made 
himself the very able and intelligible mouthpiece 
of Mr. J. M. Keynes. Mr. Keynes in his latest 
work, the “ Treatise on Money,” has given the 
world the result of his penetrating research into 
the baffling problems of economic disequilibrium 
and price instability. The Treatise can without 
question be ranked among the few milestones in 
the comparatively short history of monetary 
theory. It is a work which marks the starting 
point from which future investigations into 
monetary problems will make their departure. 
We are to-day living in an age which may well be 
termed the “formative period of monetary 
science.”” The war has shattered, and shattered 
beyond hope of repair, all our conceptions regard- 
ing the beauty and the virtues of an automatically 
worked monetary standard. In common with 
many other items in the creed of the laisser faire 
school, its memory is held in reverence to-day 
only by those to whom glamour and inherent 
quality invariably attach to the things of a past 
age. The break-up of the international gold 
standard during the war, the depreciation of gold 
which took place between 1914 and 1920, and the 
declared intention of most countries after the 
war ultimately to return to gold, made it quite 
evident that the gold standard would have to be 
“‘managed” if it was to be made safe for humanity. 
This was recognised at the Genoa Conference 
of 1922. Since that year we have witnessed 
the tentative and empirical attempts that have 
been made to realise the great hope expressed at 
Genoa, that the international gold standard 
might be so worked as to give the general level of 
world prices some semblance of stability. The 
events of the past eighteen months show how 
dismally these attempts have failed. But before 
we pass our strictures on the responsible authori- 
ties, let us realise and appreciate the magnitude 
of their task, the novelty of their weapons, the 
difficulties which met them in devising methods 
of co-operation for which the mechanism was 


aptitude. Monetary authorities throughout the 
world are now revising their previous conceptions 
as to the adequacy and effectiveness of their 
methods of control, and adjusting them to the 
lessons imparted by recent experience. We are, 
as we have said, at a most important stage in the 
formative period of monetary science. At such 
‘a time the world is in need of a greater diffusion 
of knowledge of monetary theory. When im- 
portant decisions in the realm of currency and 
credit are being taken there should be a volume 
of critical, but intelligent, opinion able to make 
its voice heard, and by its constructive criticism 
able to take a part in the determination of matters 
which will affect the welfare of mankind for decades 
to come. Mr. Keynes’ ‘“ Treatise on Money ” 
will help to build up this body of intelligent 
opinion. But let us admit at once that much of 
Mr. Keynes’ matter is distinctly heavy going for 
the mind not trained in economic reasoning and 
in the use of symbols and equations. Dr. Coates 
therefore performed a most valuable and praise- 
worthy task in summarising the fundamental 
argument in Mr. Keynes’ Treatise. Everyone 
who desires to take an intelligent interest in the 
working of the monetary factor in the recent slump 
and in the recovery which, let us hope, will make 
its appearance at no distant date, should make 
himself familiar at least with Dr. Coates’ réswme 
of Mr. Keynes’ fundamental ideas. 


We do not wish in this article to endeavour to 
summarise Dr. Coates’ summary. It would in 
any case be attempting the impossible. Suffice 
it to say that Mr. Keynes has discovered the 
secret of economic disequilibrium and of monetary 
instability in the divergence between the rate of 
saving and the rate of investment. If investment 
outstrips saving, prices will tend to rise; if more 
is being saved than is being invested prices will 
tend to fall. Central banks can help to maintain 
the necessary equilibrium between saving and 


investment by controlling interest rates so that . 


the effective rate of interest corresponds with the 
natural rate of interest. In this article, however, 
we want to consider whether the restoration and 


‘maintenance of this equilibrium rests wholly 


with the central banks. In other words, are we 
being deprived of the benefits of an ideal managed 


currency by the shortcomings of the central | 


banking authorities of the world ? The experience 
of the United States over the past decade is 
decidedly enlightening in this respect. Enough 
gold had been accumulated in the vaults of the 
Federal Reserve banks to make it possible for 
the Federal Reserve authorities to conduct their 


utterly lacking and for which some of the most 


credit policy to a large extent independently of 


important nations showed no particular desire or’ 
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the movements of gold into and out of the 
country. The United States had enough gold to 
regard with perfect equanimity an appreciable 
efflux of the metal. At the same time the 
country was wealthy enough to afford the 
sterilisation of any addition to its already large 
reserves. The opportunity had in fact arisen 
for an experiment in the conscious and scientific 
management of currency, and there can be no 
doubting the fact that between 1922 and the end 
of 1928 the desire to maintain stability in the 
level of commodity prices was one of the factors 
which guided Federal Reserve policy. It was 
the general acceptance of this fact, together with 
the apparent success which met the stabilisation 
policy during a period of no less than six years 
that led to two assumptions which gained the 
most authoritative credence. The first was that 
America had discovered the secret of perpetual 
prosperity ; the trade cycle was held to be a 
thing of the past. Secondly, it was thought that 
American credit policy determined the world 
price level and that all unconsciously, the other 
nations of the world by reverting to the gold 
standard had placed themselves on a dollar 
standard. The events of the past eighteen 
months have effectively dispelled these myths. 
The secret of perpetual prosperity in America as 
elsewhere still remains to be discovered, while 
had the Federal Reserve authorities possessed 
the control over the dollar price level with which 
they were credited, they would never have 
allowed the collapse in prices which in fact has 
occurred. 

To some extent the failure of the stabilisation 
policy may be said to date from the autumn of 
1927, when under the influence of the late 
Mr. Benjamin Strong, then Governor of the 
Federal Reserve Bank of New York, the Federal 
Reserve authorities embarked upon a cheap money 
policy, not to counter deflationary tendencies 
at home but to help the nations of Europe 
which were meeting with difficulties in their 
struggle to return or to adhere to the gold 
standard. The object of the policy was not wholly 
philanthropic. American credits in Europe had 
become substantial enough to call for the whole- 
hearted co-operation of the Federal Reserve 
system in the problem of financial rehabilitation 
on the Continent. Moreover, the United States 
as the holder of the largest single gold reserve in 
the world would have stood to lose a great deal by 
an attitude of financial aloofness which might 
well have involved the demonetisation of gold 
over the greater part of the world. The 
important point to note, however, is that the cheap 
money policy which was conducted through the 
customary twofold instrument of lower discount 


rates and large scale open market purchases of 
securities, was not undertaken at a time when the 
level of prices in the United States was tending 
to fall. The policy succeeded in its immediate 
object of stimulating gold exports from the 
United States to Europe and much to the relief 
of the Federal Reserve authorities it appeared 
to leave the level of dollar prices undisturbed. 
The index numbers of wholesale and retail prices 
maintained a welcome stability. Evidence, how- 
ever, was accumulating that the additional credit 
pumped into the financial structure was being 
wholly absorbed by the growth of speculation in 
securities. The danger of this redistribution of 
banking credit in the United States was not 
realised quickly enough. As long as commodity 
prices remained steady, the Federal Reserve 
authorities were on the whole inclined to regard 
the situation with quiet confidence. Inflationary 
tendencies did not appear to them to be at work. 
It was not until the beginning of 1929 that their 
suspicions and fears were thoroughly aroused. 
By then the speculative movement in Wall Street 
had gathered too great a momentum to be readily 
amenable to control. The Federal Reserve 
authorities endeavoured to regain control of the 
situation by exhortation, by appealing to the 
better side of the member banks’ nature, but to 
no avail. They reversed their open market 
policy and very nearly exhausted their available 
holdings of eligible open market securities in an 
endeavour to regain a hold on the credit position ; 
but the scarcer credit became the more stock 
speculators appeared to be willing to pay for 
short term accommodation. When call loans 
commanded 10 per cent. per annum and upward, 
commercial and industrial undertakings and 
foreign interests could not be blamed if they 
placed their surplus liquid resources at the 
disposal of New York Stock Exchange operators. 
And so the merry game went on until October, 
1929, when the inflated security values collapsed 
of their own top heaviness. The harm, however, 
had been done. The cheap money policy en- 
gineered with the object of helping Europe had 
ended by forcing central banks throughout almost 
the whole world to pursue a stringently restrictive 
and deflationary policy in order to protect their 
currencies and their gold reserves against the 
pull of abnormally high short term money rates 
in New York. Credit had been diverted from 
genuine economic enterprise to the finance of 
speculation, deflationary influences had been set 
to work beneath the veil of an increased total of 
banking credit and were greatly stimulated by 
the psychological reactions which followed the 
pricking of the gigantic speculative bubble in the 


autumn of 1929. 
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The great lesson to be learned from this phase 
of the banking history of the United States is, 
that though the Federal Reserve authorities had 
undoubted control over the total volume of 
banking credit in the country, they had little 
or no control over the manner in which that 
credit was being utilised. If credit is utilised 
unintelligently, whether by producers or by 
speculators, the best laid schemes of monetary 
authorities will go astray. If therefore we find 
that there is some disequilibrium in the economic 
machine and that prices are fluctuating in a 
disturbing manner, let us not immediately lay 
the blame on the supposed stupidity of the central 
banking authorities ; the fault may equally well 
rest with the users as with the providers of credit. 
Let us realise for example that the capital 
expenditure on the development of rubber 
plantations during the boom period which followed 
the restriction scheme, must be ranked among 
the deflationary influences that have caused the 
recent slump in the general price level. Short- 
sightedness in the world of production has gone 
hand in hand with an ineffective and inelastic 
working of the international gold standard. 
Perhaps the ideal of a perfectly managed currency 
will never be realised until it is applied in a 
world where all production and distribution is 
scientifically controlled and co-ordinated. That, 
however, should not prevent us from striving after 
the ideal of greater stability in the purchasing 
power of money, and such educational work as 
that performed by Dr. Coates in his recent lecture 
must be regarded as a genuine contribution to our 
progress along that road. 


Incorporated Accountants’ London and 
District Society. 


Reception and Dance. 

On Friday, March 6th, over 200 members and guests 
enjoyed the first reception and dance given by the 
Incorporated Accountants’ London and District Society. 
The guests, who were received at Incorporated 
Accountants’ Hall, Victoria Embankment, by Mr. Henry 
Morgan, F.S.A.A., President of the Society of Incor- 
porated Accountants and Auditors, and Mrs. Morgan, 
accompanied by Mr. Thomas Keens, F.S.A.A., President 
of the London and District Society, and Mrs. Keens, J.P., 
included the Mayor and Mayoress of Westminster (Coun- 
cillor Captain and Mrs. J. F. C. Bennett), Sir Basil Mayhew, 
K.B.E., and Lady Mayhew, Dr. and Mrs. W. H. Coates, 
Dr. Leslie Burgin, M.P., and Mrs. Burgin, Col. William 
Parker, D.S.O., and Mrs. Parker, Mr. Richard A. Witty, 
Vice-President of the London and District Society, and 
Mrs. Witty. Mrs. Ernest E. Edwards presented a 


bouquet of red carnations to Mrs. Henry Morgan, and 
Miss Joan Witty presented a bouquet of pink carnations 
to Mrs. Thomas Keens. 


Society of Incorporated Accountants 
and Auditors. 


COUNCIL MEETING. 

A meeting of the Council of the Society was held at 
Incorporated Accountants’ Hall on March 24th, when 
there were present : Mr. Henry Morgan (President) in the 
chair, Mr. E. Cassleton Elliott (Vice-President), Mr. R. 
Wilson Bartlett, J.P. (Newport, Mon.), Mr. R. M. Branson 
(Leicester), Mr. H. J. Burgess (London), Mr. D. E. Camp- 
bell (Wolverhampton), Mr. Arthur Collins (London), 
Mr. W. Allison Davies, O.B.E. (Preston), Mr. F. Holliday 
(Leeds), Mr. Walter Holman (London), Mr. Thomas Keens 
(Luton), Mr. E. T. Kerr (Birmingham), Sir James Martin, 
J.P. (London), Mr. C. Hewetson Nelson, J.P. (Liverpool), 
Mr. James Paterson (Greenock), Mr. W. H. Payne (Lon- 
don), Mr. W. Paynter (London), Mr. A. E. Piggott (Man- 
chester), Mr. J. Stewart Seggie (Edinburgh), Mr. Alan 
Standing (Liverpool), Mr. F. Walmsley, J.P. (Manchester), 
Mr. R. T. Warwick (London), Mr. E. W. C. Whittaker, 
J.P. (Southampton), Mr. Richard A. Witty (London), 
Mr. F. Woolley, J.P. (Southampton), Mr. A. A. Garrett 
(Secretary), Mr. J. R. W. Alexander (Parliamentary Secre- 
tary), Mr. Ernest E. Edwards (Assistant Parliamentary 
Secretary). 

Apologies for non-attendance were received from Mr. 
G. S. Pitt, Mr. Percy Toothill, Mr. A. H. Walkey, and 
Mr. A. E. Woodington. 


CoUNCIL. 

The President welcomed to the Council Mr. Frederick 
Holliday, Leeds, upon his taking his seat for the first time. 

It was resolved to appoint to the vacant seat on the 
Council caused by the resignation of Mr. William Bateson, 
Blackpool, Mr. Edmund Lund, M.B.E., City Treasurer, 
Carlisle. 

AWARD OF GOLD MEDAL—EXAMINATIONS, 1930. 

The Society’s Gold Medal for 1930 was awarded to Mr. 
Leslie Ernest Passingham, A.S.A.A., Associate in Public 
Practice, London, who took the first Certificate of Merit 
at the examinations held in May last. 

DEATHS. 

The Secretary reported the deaths of the following 
members :—Mr. John Edwin Aikman (Fellow), Paignton ; 
Mr. Matthew Matthias Bridson (Fellow), Colby, I.0.M. ; 
Mr. Arthur Wiiliam Chambers (Associate), London ; 
Mr. Kenneth Ernest Chambers (Associate), Brighton ; 
Mr. Percy John Dawson (Associate), Birmingham ; 
Mr. Arthur Ernest Downer (Fellow), London ; Mr. Alfred 
Lishman (Associate), London; Mr. Charles William 
Patrick (Associate), Gloucester; Mr. Herbert Leigh 
Williams (Associate), London. 

ANNUAL GENERAL MEETING, 1931. 

The Council adopted the Report of the Society for the 
year 1930 for presentation to the members at the Annual 
General Meeting to be held at Incorporated Accountants’ 
Hall on Tuesday, May 19th next. 


Presentation to Mr. William Bateson, F.S.A.A. 

On the occasion of his retirement from the position of 
Borough Treasurer of Blackpool, Mr. William Bateson, 
F.S.A.A., was entertained at dinner last month by mem- 
bers of the staff of the Blackpool Corporation and other 
friends, when he was presented with a silver salver 
inscribed with the autograph signatures of the donors. 
The gathering was presided over by Mr. J. C. Bolton, 
F.S.A.A., and the presentation was made by Mr. Arthur 
Collins, F.S.A.A. 
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THE COST OF OUR SOCIAL 
SERVICES. 


(CONTRIBUTED.) 
In the economic crisis through which this country is 
at present passing there has been a good deal of discussion 
as to the financial burden of the public services and 
liabilities. Attacks have been made on the post-war 
debt settlement with U.S.A., on the cost of the national 
defence, on alleged extravagances in public administration, 
and on the recent great increase in the cost of our social 
services, the argument against the latter being that, how- 


ever laudable the schemes in themselves, the country 
cannot stand their heavy cost. 


The purpose of this article is not to add further fuel 
to the fires of controversy, but to set forth quite detachedly 
certain statistics regarding the growth in the expenditure 
on schemes of social welfare. These statistics are culled 
from a return published annually to the order of the 
House of Commons of (a) the expenditure on public 
social services for 1929 (the latest available year), with 
a comparison with the first year of each of the four last 
decades, and (b) an analysis of the expenditure for 1929 
and of the sources from which that expenditure is met. 


A.—Total Expenditure on Social Services (Great Britain) under certain Acts of Parliament. 


(In thousands of pounds.) 


1929 (or | No. of persons 
la direct] 
1891. 1901. 1911. sent. | omebie benefiting 
year). in 1929. 
£000 £000 £000 £000 £000 
(1) Unemployment, &c. 
(a) Unemployment Insurance Acts oo — — 10,768 53,848 11,500,000 
(b) Relief of the Poor 0 ee 9,055 12,385 16,158 34,260 43,936 1,436,823 
(c) Unemployed Workmen Act .. = —_— 213 104 48 a 
Total of (1) 9,055 12,385 16,371 45,132 97,832 
(2) Health. 
(d) National Health Insurance Acts ~ — — 29,857 39,895 17,826,300 
(e) Public Health Acts— 
Hospitals and Treatment of 
Disease ° 442 1,571 2,231 8,555 8,470 ° 
Maternity and Child Welfare — oo Not ascer- 2,099 2,498 * 
tained 
Total of (2) es ee ee 442 1,571 2,231 40,511 50,863 
(3) Pensions. b 
(f) Old Age Pensions Acts a oo ~- 7,360 20,750 34,914 1,477,000 
(g) Contributory Pensions Acts .. — — — = 23,827 1,232,000 
Total of (3) —... - +“ oa —_ 7,360 20,750 58,741 
(4) Education. 
(h) Education Acts .. 11,488 19,544 33,489 88,788 97,028 7,981,840 
(i) Reformatory and Industrial ; 
Schools Acts .. ‘ 455 507 690 1,486 738 8,989 
Total of (4) 11,943 20,051 34,179 90,274 97,766 
(5) Housing. 
(j) Housing of the Working Classes 
ee ee ee oe 242 544 888 4,693 31,642 * 
(6) War Pensions. 
(k) War Pensions Acts os -“* — a — 100,949 53,958 1,379,000 
(7) Miscellaneous. 
()) Inebriates Acts .. = 4 23 18 — 
(m) Lunacy and Mental Deficiency 
Acts ee 863 1,455 2,105 4,413 4,981 131,926 
Total of (7) a a oe 863 1,459 2,128 4,431 4,981 
Grand Total 22,545 36,010 63,157 306,740 395,783 
* Not available. 


N.B.—The table has been re-arranged to permit of the grouping of the various services under certain main 


heads, as indicated. 
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_. As the foregoing Table A shows the total expenditure 
from all sources in the selected years, it would be misleading 
to present it without reference to Table B, which shows, 
inter alia, for two of the selected years—1929 and 1911— 
the sources—(a) Exchequer Votes, (6) Local Rates, and 
(c) non-public sources—from which that expenditure is 
met, for without the two statements in juxta-position the 
reader might wrongly assume that the whole of the expendi- 
ture in Table A was State expenditure. Accordingly, 
Table B now follows, and the two should be read together, 


Medical Benefit, but no statistics are available to show 
how many persons actually call in a panel doctor in the 
course of the year. The number of persons insured 
under the Unemployment Acts is considerably less than 
the number covered by the Health Insurance Acts, 
the reason being that certain classes of workers, e.g., 
agricultural workers and domestic servants are insured 
for Health and Pensions, but not for Unemployment. 
As regards Unemployment Insurance, the estimated 
average number of persons drawing benefit in 1929 


B.—Analysis of Receipts and Expenditure—Year to March 3lst, 1929—and Comparison with 1911. 


RECEIPTS. 


PayMENTs, 1928-9. 


Parliamentary 
Votes and Grants 


Other Receipts 


i Admin- 
Total Receipts vee ts, 


1911. | 1928-9. 


tion ex- &c. 


1911 | 1928-9.| 1911. | penses. 


(1) 


(2) Hi 


(3) Pensions. 
(f) Old Age Pensions Acts 


(5) Housing 


(6) War Pensions. 


(7) Miscellaneous. 


£000 


nemployment, &c. 
‘ey ee Insur- 

ance A vim 
(6) Relief of the Poor :.. 
(c) ay spaamae Workmen 


£000 | £000 £000 | £000 £000 


16 158 
213 


16,158 
213 


Total of (1) 15,513 


16,371 16,371 


ealth. 
(d) National Health In- 
surance Acts eee 
(e) Public Health Acts— 
Hospitals and Treat- 
ment of Disease 
Maternity and —_ 
Welfare 


7,630 


2,717 
1,021 


Total of (2) 


(g) wy —— 


Total of (3) 


4) Education. 

(A) Education Acts - 

(i) Reformatory and In- 
dustrial Schools Acts 


Total of (4) 


34,071 


(j) Housing of the Work- 
ng Classes Acts ... 


8,053 


(k) War Pensions Acts ... 


52,279 


(1) Inebriates Acts 
(m) Lunacy and Mental 


Deficiency Acts 1,362 


Total of (7) 1,362 


Grand Total 127,723 


Before passing to an examination of the expenditure 
under the different heads, it would be interesting to 
consider for a moment the statistics relating to the 
beneficiaries under the various schemes in 1929, quoted 
in Table A. 

As regards Unemployment Insurance and National 
Health Insurance (with which is linked Pensions 
Insurance), the total numbers of persons insured under 
the respective Acts are shown, in other words, all those 
“at risk”? under the schemes, whether or not benefit 
in any form is drawn. As a matter of fact, it is explained 
that as regards Health Insurance, it is impossible on 
account of the system of administration to quote the 
actual number who draw benefits ; for example, in the 


was about one and a quarter millions. It is well known 
that this figure increased during 1930 to over two millions, 
and this year is in the neighbourhood of two and a half 
millions. 

The other statistics relate to persons actually in receipt 
of the benefits provided under the respective heads, so 
far as available, and require no further explanation. 
It is interesting, however, to attempt to visualise the 
extent to which these social services affect the lives of 
the people. Even allowing for the fact that there is a 
good deal of overlapping—for example, many war pen- 
sioners, war widows and holders of contributory widows’ 
pensions are also in insurable employment and, therefore, 
covered also by insurance schemes, while all children in 


Health Scheme practically all members are entitled to 


receipt of allowances under the Contributory Pensions 


Zz a Po 
| s 
fi 
E 
4 
1 
' 
: 
ee 
Pm a | 
Te — | ARGOS gunmen eee ee ee ‘ 
Local Rates. | | o_o y- 
ments, 
SA TILT es , Total. | 1911. 
1928-9. 1911. 1928-9. 
£000 | sooo | £000 | £000 | mM | £000 . . 
_— “a 12,011 — 41,823 — 53,834 1,713 5,325 46,810 | 53,848 
37,989 | 12,762 | 3,502) 2,561 | 3,174] 835 | 44,665 a 1,238 | 17894 | 40,804] 43,936 a 
ll 72 _— 96 37 45 48 -— 6 42 48 
—————_- ————x_ —_—\ ———_—\—- | | — ———E 
2,657 45,034 880 98,547 
a sancehitalaimal oe wee 
— a | | — 31,682 —— 39,312 — — 5,399 | 34,496 | 39,805 — 
5,279 2,055 S| 47 474 129 8,470 2,231 742 76 7,652 8,470 2,231 
1,059 _— — 418 oe 2,498 — 67 176 2,255 2,498 _ 
Po poe 6,338 2,055 11,368 47 32,574 129 | 50,280 2,231 809 5,651 44,403 | 50,863 2,231 
, | —_ — 34,914 7,360 — as 34,914 7,360 _ 862 | 34,052] 34,014 7,360 
_ — — a 23,299 -- 23,299 oa | _ 1,022 | 22,805; 23,827 _ 
hateasenged a aed Fam coe 
a Pa eee — | 34,014| 7,360 | 23,209 — | 58,213/ 7,360 || — 1,884 | 56,857 | 68,741 | 7,360 
pe 40,863 | 14,149 | 48,152 | 17,688 8,013 1,652 97,028 | 33,489 4,994 4,694 | 87,340| 907,028] 33,489 
325 217 324 309 89 56 738 582 |i- 13 24 701 738 690 
PY .-. | 41,188 | 14.366 | 48,476} 17,997 | 8,102] 1,708 | 97,766| MM || 5,007 | 4,718 | 88,041| 07,766] 34,179 
a, 2,897 | 259 | 11,393 5 17,352 624 31,642 888 | 23,404 185 Hi | 31,642 8388 
i Ss ef eS EEE ——EE 
ee 
es | — | — | ssos} — | — | — | 53058] — || — | 1670] mmm] ssse] — 
7 = - — et «= ~ _ 23 | —_ _ _ —_ 23 
371 4,981 2,105 821 107 4,053 4,981 2,105 
ms | 371 | 4981, 2,128 || 821 | 107 | 4,053| 4,981| 2,128 
a 3,712 | 395,387 | 63,049 || 32,992 | 21,449 | 341,342 | 395,783 | 63,157 
—oooooooooooooooooooooooooeoaeoaooaoooooooooooolly——————EElI————————IUI oo —_—_—i—i———TT—T—————————£<£_=_[_[_—=_=_={=£$_$_[&$>=———EEE—___E 
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Scheme or under the War Pensions Acts are also receiving 
free education—the position may be summarised thus :— 
Breadwinners covered by one or both of the 
Insurance Acts number, say .. “eo 
(many of whom are also in receipt of 

war pensions and widows’ pensions) 

Their children are in receipt of free education 


18,000,000 


to the number of a -. 8,000,000 
Their aged relatives, in receipt of ‘old-age 

pensions, number, say .. . 2,000,000 
WwW ‘ar widows, war pensioners, and civilian widow 
pensioners not in insurable employment, 

number, say vi é 1,000,000 

To which add :-— 29,000,000 
The number of people in receipt of parish 
relief, most of whom are outside insurance 

or pensions schemes, say ‘ 1,430,000 
The unfortunates being treated under the 

Lunacy and Mental Deficiency Acts, say 130,000 

30,560,000 


It is safe, therefore, to assert that over thirty million 
people are directly benefiting from the schemes of social 
welfare for which statistics are given, though the number 
indirectly benefiting, that is, allowing for wives of malc 
insured workers and children below school age, must 
reach a very high percentage of the whole population. 
The two last mentioned categories are also catered for 
by the Maternity and Child Welfare schemes, in regard 
to which it is estimated that no less than 91 per cent. 
of the children born in 1929 were visited by Health 
Visitors. In addition, a large number of children benefited 
by attendance at centres, day nurseries and hospitals or by 
the receipt of food and milk, and a number of mothers 
by midwifery attendance, food, hospital treatment and 
so on. It is unfortunate that no accurate statistics are 
available, and the same applies to the beneficiaries under 
the Public Health Acts relating to Hospitals and the 
treatment of disease. Enough has been said, however, 
to show the part which social schemes now play in the 
national life. 

‘Turning nowto the comparativestatementof expenditure, 
Table A brings out very clearly the enormous expansion 
which has taken place in all organised schemes of 
social welfare since the pre-war period, and even since 
1921. Even if we ignore the statistics for 1891 and 
1901, when, at the end of the Victorian era laisser-faire 
was still the order of the day, we find that for every 
£100 spent by the community in 1911 under each of 
the main heads, it spent :— 


While, therefore, it is clear that, even allowing for the 
decrease in money values since before the war, an 
enormous expansion has taken place in organised schemes 
of social relief and services, the reader must not jump 
to the conclusion that all this expenditure represents a 
direct burden on the taxpayer and ratepayer. On the 
contrary, a proportion, and under some heads the bulk, 
of this expenditure is met from non-public sources. It 
will be seen by reference to Table B that the receipts 
out of which the expenditure was met in 1911 and 1929 
respectively were made up as follows :-— 

(Table at foot.) 

Thus, it will be seen that while the contribution from 
Local Rates shows an increase as between the two years 
from thirty-one millions to ninety-one millions, i.e., was 
almost trebled, the ratio to total expenditure fell by 
more than half; similarly, while the Exchequer con- 
tributions rose from twenty-eight millions in 1911 to 
one hundred and seventy-seven millions in 1929, its 
ratio to ‘total expenditure remained the same at 45 per 
cent.: it was in the income from other sources that the 
greatest expansion took place, both absolutely and in 
relation to the total expenditure. These other receipts 
include in the case of Health, Pensions and Unemploy- 
ment Insurance, workers’ and employers’ contributions ; 
in the case of Housing, tenants’ rents; in the case of 
Education, revenue from endowments, and so on. It 
is important in this connection to realise that the huge 
increase in social expenditure must to some extent be 
discounted by the fact that a good deal of the recorded 
public expenditure in 1921 and 1929 merely corresponds 
to unrecorded private expenditure in previous years. 
For example, the amount of fees formerly paid to medical 
men by persons now insured under the National Health 
Insurance Acts was not recorded and is not included 
in the return, while the amounts paid to medical 
practitioners under those Acts now form part of recorded 
expenditure brought into account in the tables. Similarly, 
that part of the recorded expenditure on Housing in 1929 
which is covered by rents received must be regarded as 
corresponding to earlier private expenditure on houses 
of a working-class type (though, of course, the excess 
of expenditure represented by the subsidies from Local 
Rates and Exchequer Votes must be regarded as dead 
loss due to the excessive cost of post-war building). 
This aspect of the comparison might be developed even 
further and reference might be made to the enormous 
loss to the country in human misery and disease, the 
loss of child life, the submergence of entire families through 
the unemployment, sickness or death of the breadwinner, 
and so forth, in the days before the national conscience 


On provision for Unemployment  . eR was aroused to the necessity for organised provision 
and Relief of the Poor £276 £600 | being made to meet the vicissitudes of life. As already 
On Health Services : 1,816 2,280 stated, however, the purpose of this article is the pre- 
On Old Age and Widow's Pensions 282 800 sentation of the facts extracted from the official returns, 
On Education -- - 264 286 rather than a discussion, on the one hand, of the merits 
On Housing .. 529 3,563 and, on the other, of the financial burdens of modern 
On Miscellaneous Services _ “- 208 234 social legislation, as these aspects of policy had best 
And on the average seneasies be left to be thrashed out by our economists and 
War Pensions) ; ; £326 £540 —_| sociologists. 
Ratio of Increase 
1911. 1929. in 1929 com- 
pared with 
Amount. Ratio Amount. Ratio. 1911. 
From Local Rates - £30,900,000 49% £90,900,000 23% 194%, 
From Parliamentary Votes and Grants 28,500,000 45% 176,800,000 45% 520% 
From Other Sources .. -“- 3,700,000 6% 127,700,000 32% 3,350°, 
£63,100,000 100% £395,400,000 100% 527% 
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Before leaving the subject, it is necessary to point out 
one very serious flaw in the statements. They show 
only expenditure met from various sources, other than 
loans for capital purposes, and the result is that Unemploy- 
ment Insurance expenditure is shown as covered by the 
receipts. We know perfectly well that this is very 
far from being the case, and that the total expenditure 
out of the Unemployment Insurance Fund far exceeds 
its income, continuous borrowing on a gradually increasing 
scale having been resorted to for several years to make 
up the deficit. Here, again, it is not the purpose of this 
article to discuss the problems of Unemployment 
Insurance, but leave is taken to remark that it is a great 
pity that the value of so comprehensive statements 
as those which have been presented to the House of 
Commons, and are reviewed here, should be vitiated by 
the omission of a factor of such vital importance. 


TRUST COMPANIES & ACCOUNTANTS. 


We are requested to publish the following corre- 


spondence :— 
To the President, ——- Trust Company of New York. 
DEAR Mr. i 


As a depositor of some years standing with a custodian 
account, I offer a criticism which applies, to my knowledge, 
to other trust companies in their recent dealings with their 
depositors having custodian accounts. 

You furnish information concerning taxable income by 
means of forms and letters, which at present is seldom 
exactly correct and never complete. 

The information furnished to me and to clients of mine 
from trust companies does not, and cannot, include any 
items of receipts and payments in banking accounts of 
which the trust company have no detailed knowledge, 
but there is also omitted from the information furnished 
for 1930 certain items of which complete details are 
known, including :— 

Interest paid on notes. 

Bonds redeemed. 

Safekeeping charges and interest paid for when 
bonds were purchased and taken up. 

My object in writing is to suggest to you, impersonally 
as an accountant to a president of a trust company, that 
which I have discussed with professional accountants, 
viz, that these incompletely stated accounts are fre- 
quently of little value to customers or to the accountant 
who is employed to perform work, being often only 
additional statements to check and reconcile with com- 
plete records. On the other hand, they give the person 
receiving them an unwarranted sense of security as they 
are considered to be authoritative, complete, and correct, 
notwithstanding omissions and errors, and thus tend 
either to minimise the work of accountants employed or 
to deprive them of work in connection with tax returns. 

The only sure method of avoiding errors and omissions 
is to make and furnish depositors with complete analyses 
and then the trust company is competing with the 
accountant. 

As an accountant in practice for over thirty years, I 
believe that trust companies should not compete with 
accountants. 

It is my opinion that trust companies should re- 
consider their position and endeavour to arrange a basis 
for co-operation between themselves and the accounting 
profession, and failing this, that the accounting profession 
should consider how best to use its combined numerical 


further competition in accounting matters in connection 
with custodian, trust, and estate accounts and to regain 
any control thereof which has been lost. 

I shall be very pleased to receive an equally frank 
statement of your views and the views of other senior 
officers of your or other trust companies based upon the 
principles and facts as this is, if you care to reply to my 
criticism. 

Whilst the above remains as a statement of my pro- 
fessional opinions, I wish to express, as an individual, 
my thorough appreciation and sincere thanks for the 
services and the unvarying courteous attention, at all 
times, rendered to me by the oflicers and employees of 
the —— Trust Company. 

Very truly yours, 
New York. JOHN A. CORBEN. 


February 13th, 1931. 


To John A. Corben, Esq., New York. 
Dear Mr. CorBEN,—- 

I wish to express my thanks for your letter to me of 
February 13th, suggesting that, as a service to depositors, 
trust companies should furnish them with more detailed 
information in regard to taxable income. 

I was so impressed with the constructive points in 

your letter that I read same at vesterday’s meeting of the 

Trust Committee. You will be interested to know that 

it was decided to work out ways and means to furnish in 

future years the added information. 

I am advised that in your case information in addition 

to items : 

(a) Interest on bank deposits, notes, Corporation 

Bonds, &c., 

(b) Interest on tax free Covenant Bonds, 

(c) Dividends, 

for Federal and State returns was furnished from this 

office with a letter of January 31st, 1931. However, 

we failed to include the necessary information covering 

safe-keeping charges which, in my judgment, is quite 

as important for us to give as a deduction as such items 

as we gave and which go to increase your tax. 

Assuring you of my appreciation of your interest, I am, 
Very truly yours, 

New York. PRESIDENT. 

February 17th, 1931. 


The President, —— Trust Company of New York. 
Dear Mr. " 
Your letter of the 17th received, and for your further 
information I add that your letter of January 31st, 1931, 
giving information of the interest credited on the account 
does not give interest paid to the trust company on 
borrowings. 
The memorandum of sales during 1930 attached thereto 
does not include bonds redeemed at maturity or all the 
bonds sold. 
I am sending copies of the correspondence to the 
American Institute of Accountants, American Society of 
Certified Public Accountants, and Accountant Societies in 
Canada and Europe so that accountants at large may 
express their opinions on the issue which you have so 
clearly met in your response. 
Very truly yours, 

JOHN A. CORBEN. 


New York. 


strength with the object of endeavouring to prevent any 


February 18th, 1931. 
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Notes on the Incidence of Taxation 


in Relation to Jndustry and Trade 
With a Reference to Local Rating. 


An Appress delivered before the Liverpool Cotton 
‘Trade Institute on March 25th, 1931, by 
MR. C. HEWETSON NELSON, F.S.A.A. 


Mr. E. B. Grinprop presided. 


Mr. HewetTson NELSON said: In a_ paper 
which I submitted to the Conference of Incor- 
porated Accountants at Sheffield last autumn, 
and which obtained wide publicity in the Press, I 
called attention to the alarming growth of our 
national and local expenditure, which together 
showed an increase over 1913-14 of 1,025 millions, 
namely, 675 millions nationally and 350 millions 
under our local authorities. I directed attention to 
the fact that nearly two-thirds of the increase in the 
national outlay was derived from Income Tax, &c., 
the increase of which amounts to an increase of 
£5 9s. 1d. per head of the population, while in the case 
of local rates the increase was £2 5s. 4d. per head of the 
population, and that the national expenditure for 
the present fiscal year was 50 millions above the 
average of the preceding five years. In face of these 
startling and unprecedented figures, with their 
paralysing effect upon the trade and commerce of the 
country (65 per cent. of the tax revenue coming from 
industrial profits) and their deterrent effect upon 
the savings of the nation, I was constrained to utter 
an urgent call for national and individual economy. 
The six months which has elapsed since my visit to 
Sheffield have, unfortunately, made the demand for 
economy more emphatic, indeed, one of our leading 
bankers is reported in The Times of January 21st as 
stating that no problem, even upon the return of 
better trade, “‘is more important than economy.” 
**Many of these services,” he adds, “‘ are no doubt 
excellent, but the question is—‘ Can we afford them ?’ 
Moreover, although every Government should show 
a sense of responsibility for the welfare of the people, 
yet it is very easy to go too far. It seems to me that 
there is a grave risk of people losing their sense of 
personal responsibility and initiative, and of their 
relying upon the Government in every emergency 
and every difficulty. The fact is that, with prices at 
their present level, the burden of taxation has become 
intolerable. Adjustment is essential throughout the 
whole economic structure of the country; but the 
example must come from the top. Government 
expenditure must be adjusted to the new conditions. 
This is the first step towards getting back to 
prosperity.” 

If an apology is needed for this digression from the 
strict letter of to-night’s subject, it must be that 
one of the results of the paper to which I have made 
reference was the invitation to address the Liverpool 
Cotton Trade Institute. 

INCIDENCE. 

My first task is to define what is meant by the term 

“incidence of taxation.” ‘‘In general usage the 


term covers,” according to the Colwyn Committee’s 
report, “‘ not only the initial burden of the tax, but 
also the whole range of consequential effects.” In his 
Newmarch Lectures, Sir Josiah Stamp devotes con- 
siderable space to an elucidation of the incidence and 
economic effects of taxation, and as so able a master 
of his subject declares that it “‘ is the most difficult. 
one of all those dealt with in these lectures,” I do not 
propose to endeavour to carry the definition beyond 
that which the Colwyn Committee adopted. 


We can all readily appreciate that if an employer 
finds the tax so burdensome that he cuts down his 
staff, the effects of the tax may be more serious to 
the employees, though the incidence of the tax is 
said to be on the employer. So the tax paid by a 
company is, in part, recovered in the tax deducted 
from the dividends paid to its shareholders. 

As to the question of how far, if at all, Income Tax 
enters into prices, witnesses before the Colwyn Com- 
mittee on behalf of Chambers of Commerce, and for 
the Federation of British Industries, contended 
either that tax did actually enter into the price, or, 
as one witness put it, “‘ there was an unconscious 
tendency, which could not be measured, to put tax 
on to price at one or other stage of production.” 


There was general agreement upon the part of 
economist witnesses in the opposite direction, and 
this view appears to have prevailed with the Com- 
mittee, who say: “We think that the economic 
argument, as presented by Mr. Coates and Professor 
Seligman ... is conclusive in establishing the 
general rule that income tax is not passed on in higher 
prices.” 

DEPRECIATION (WEAR AND TEAR). 

Although a deduction has for many years been 
allowed in respect of diminished value by reason of 
wear and tear of machinery or plant, the treatment 
of the subject has been upon a more scientific basis 
since 1916, and to-day, where an application for such 
allowance is not satisfactorily met by the Com- 
missioners of Inland Revenue, the persons engaged in 
any class of trade or business may refer the case to the 
Board of Referees, who will determine the deduction 
to be allowed. As a member of that Board I may 
perhaps explain that it was originally appointed under 
the Finance (No. 2) Act, 1915, as a kind of Court of 
Appeal in respect of certain aspects of Excess Profits 
Duty. The Board consists entirely of business men, 
the applications being heard by panels consisting of 
five members. Its work has since been extended as 
stated above, and in addition it deals with super-tax 
and sur-tax on undistributed income of certain 
companies under the provisions of the Finance Acts, 
1922 and 1927. (I hope to refer in greater detail 
to this important aspect of the work of the Board of 
Referees at a later stage.) 

With the exception of ships, all allowances for 
wear and tear are made upon what is termed the 
“written down” value, that is to say, that if the 
allowance is 5 per cent. on a capital outlay of £1,000 
in the first year, each year’s allowance is deducted 


from that original amount and the allowance calcu- 
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lated on the balance. Asa consequence the allowance 
diminishes each year, starting, in the case suggested, 
at £50 in the first year, by the fifth year it has fallen 
to £40 14s. 6d., by the tenth year to £31 10s. 3d., 
and by the twentieth year to £18 17s. 4d. This 
method has been criticised on the ground that the 
largest allowance takes place when the machinery is 
new and the smallest when it is old. I suppose that 
very few of us realise that at 4 per cent. it takes 57 
years, at 6 per cent. 38 years, and even at 7} per 
cent. 30 years, to exhaust the original sum down to 
scrap value of 10 per cent. If a lower scrap value 
is taken the time to exhaust would be considerably 
increased. Since the Act of 1918 the Commissioners 
have been able to agree rates of allowance covering 
some sixty different classes of trade, the allowance 
being primarily based on the life of the particular 
plant ; thus sulphuric acid plant gets 15 per cent., 
sawmills plant (excluding engines, boilers and shaft- 
ing), bleaching and finishing plant, dyeing plant, 
74 per cent., the life of such machinery being 
estimated at double that of sulphuric acid plant. 

It must not be overlooked that the allowance 
applies equally to plant situated abroad, if owned by 
a British concern, or person, and that in respect of 
mills so situated a special allowance is claimable 
under Schedule “‘D.” 

In every manufacturing industry constant additions 
are annually made to plant. Some are strictly of a 
capital nature, while others are more in the nature 
of renewals. Considerable discussion therefore arises 
with the tax authorities as to whether the item 
shall be allowed as a charge against revenue, or be 
earmarked as Capital. In agreeing the allowance for 
sulphuric acid plant in 1920, I succeeded in obtaining 
the following definition from the authorities at 
Somerset House :— 

** All additions and replacements of such plant and 
machinery are to be charged to capital provided that 
all renewals and replacements of parts which do not 
destroy the identity of the machine are to be allowed 
as a revenue charge.” 

Anyone having to do with plant will appreciate the 
value of the words in italics. 


SCHEDULE “‘ A.” 

Schedule ‘‘ A” relates to property in lands and 
buildings. 

The details of this schedule are so well known 
that I refer to it only to mention what is to me a new 
feature in its application. Although the tax is the 
landlord’s burden it is in the majority of cases 
collected from the tenant, who is entitled to recoup 
himself from the next instalment of rent paid. 

A well-known company operating in many centres 
of the country when it has selected the position in 
the particular area in which it is about to open a 
new branch, in place of buying the property selected, 
takes it upon a long lease, of, say, fifty or sixty years, 
at an agreed annual rental. In one case it selects a 
central site upon which a small building stands 
assessed for Schedule “A” at £30. The company 
agrees to pay an annual rent of £250 for the term of 


the lease. Upon obtaining possession it demolishes 
the building, and erects upon the site a new structure 
at a cost of, say, £6,000. The Schedule “‘ A”’ assess- 
ment is thereupon increased to £400 net. Indue course 
tax of £90 is collected on the new assessment, and 
upon payment of the next half-year’s rent, the £90 
is claimed as a deduction. The deduction being 
restricted to tax upon the amount of rent paid 
(Schedule “A,” Rule 8 (1)) the company must be 
content with an allowance of tax on £250 (£56 5s.). 
I may say that if in such a case the controversy as 
to the correct amount to be deducted becomes 
acute, application may be made to the General 
Commissioners to apportion the assessment (Rule 
22, General Rules). The position arising may be 
summarised thus :— 

(1) The lessee cannot deduct more tax from 
his rent than 4s. 6d. in the £ upon the rent, 
and can only do that if he has actually paid so 
much tax upon the property. 

(2) Insuch a case the excess of the Schedule * A” 
assessment over the rent would be an allowable 
deduction from profits under Schedule “ D.” 


SCHEDULE “ E.” 

The application of sect. 45 of the Finance Act, 
1927, forms an excellent illustration of the difficulty 
that the taxpayer experiences in not knowing how a 
change in the law will ultimately affect him. As one 
of the witnesses who tendered evidence before the 
Royal Commission on Income Tax, 1918, I well 
remember the concensus of opinion in favour of basing 
assessments on the profits of the previous year ; 
indeed, in its Report, in 1920, the Commission before 
recommending the change declared “*‘ There has been 
a surprising weight of evidence in favour of the 
profits of the preceding year.” 

So far as Schedule ‘“‘ D” is concerned the change 
over from the three year’s average was made under 
sect. 29 of the Finance Act, 1926, and, as already 
indicated, the change with respect to assessments 
under Schedule “‘E” (which covers public office, 
employment of profit, stipends, salaries, fees, &c.) 
took place a year later. 

Thus the first fiscal year to which Schedule ‘** D ” 
applied was the year 1927-28, and for Schedule “ E”’ 
the fiscal year 1928-29. Prior to these changes 
income under Schedule ‘“ E”’ was assessed on the 
current year’s earnings. 

So long as the income remained constant no hard- 
ship was experienced by an official subject to the 
new provisions, but if the stipend, salary or fee was 
reduced, then the taxpayer found himself in the year 
of the reduction assessed upon the preceding year 
and was therefore called upon to pay tax on a 
larger amount than he had in fact received, and unless 
at some future period the income was again raised 
to its original figure no redress was obtainable. It is 
small consolation for the individual so situated to be 
told that the section works both ways. To endeavour 
to make the application clearer let us suppose that 
A. had a salary of £3,000 for the financial years 
1927 to 1929, but that in respect of 1930 it was 
reduced to £1,500. 
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Below I set out : 
' (1) The normal assessment under the old régime. 
(2) The normal assessment under the Act of 1927. 


(3) The adjustment possible if the taxpayer claims 
to be assessed on the income for the preceding 
fiscal year (April 6th to April 5th) instead of the 
financial year (January Ist to December 31st). 
Financial Fiscal 

Item. Year. Salary. Year. (1) (2) (3) 

1. 1927 £3,000 1927/28 £3,000 £3,000 £3,000 

2. 1928 £3,000 1928/29 £3,000 £3,000 £3,000 

8. 1929 £3,000 1929/30 £38,000 £3,000 £2,610 

4, 1930 £1,500 1930/31 £1,500 £3,000 £2,610 

5. 1981 £1,500 1931/32 £1,500 £1,500 £1,500 

It will be observed that under Col. 2, Item 4, the 
taxpayer pays on £1,500 more than he received. This 
is what would normally happen. If, however, he 
claims that “‘ the year preceding the year of assess- 
ment ” should be taken as the fiscal year, then items 
8 and 4 of col. 3 become operative and the un- 
received income, if one may use such a paradox, 
upon which he pays is £720, in other words he gains 
relief to the extent of the tax on £780. The figure of 
£2,610 is arrived at as follows :— 

April 6th to December 31st, 1929, at £3,000 


per annum .. - . = £2,220 
January Ist to April ‘5th, 1980, at £1,500 
per annum .. ee -= 890 
£2,610 


Even if the tide turns, and in a year or two the 
salary of A. is restored, he runs the risk, in the first 
assessment which corrects the overcharge shown 
above, of having to accept 3s. 6d. in the £, whereas 
he paid on 4s. 6d. in the £. 

It should be stated that provision is made under 
sub-sect. 3 of sect. 45, whereby any person assessed 
under Schedule “ E” for the year 1927-28 might, by 
giving notice in writing to the Inspector by June 30th, 
1929, for the year 1928-29, obtain a reduced assess- 
ment on the basis of that year if the amount is less 
than the amount of the emoluments of the preceding 
year. Where such reduction takes place for 1928-29 
the same basis must be accepted for 1929-30 also. 


SupeR-Tax (Sur-TAx) ON CERTAIN COMPANIES. 

I pass now to super-tax (sur-tax) on companies. 
It will be remembered that with the object of escaping 
payment of super-tax certain traders incorporated 
their businesses as limited liability companies, and 
thus avoided paying the super-tax on the undis- 
tributed part of the profit which they had been 
subject to when carrying on business as individuals. 

This tendency for formation of ‘one man” 
companies was checked by the Finance Act, 1922, as 
amended by the Finance Act, 1927. The pro- 
visions under the Act of 1922 applied to any company 
which was under the control of not more than five 
persons, and the test was whether the company 
had distributed to its members “a reasonable part 
of its actual income from all sources.” In con- 
sidering what is ‘‘a reasonable ‘part ’’ regard must be 
given to the requirements of the business for its 
maintenance and: development, but such require- 
ments must not include amounts in respect of capital 


outlay. A company dissatisfied at being so charged 
may appeal to the Special Commissioners. Either 
the company or the Commissioners of Inland Revenue 
if dissatisfied with the determination of the Special 
Commissioners may appeal to the Board of Referees 
under rules laid down in the First Schedule of the 
Finance Act, 1922, as amended by the Finance Act, 
1927. The Board may also rehear appeals, and its 
determination is final and conclusive. 

The practical application will be more readily 
appreciated by an imaginary case. 

“A.” carries on a trade making large profits. He 
very much dislikes paying super-tax in addition to 
Income Tax on these profits, and is told that if he 
converts his business into a limited company he will 
escape super-tax altogether. 

This he forthwith does and for a year or two nothing 
happens. There comes a day, however, when the 
Special Commissioners sit up and take notice. ‘‘A.” is 
aggrieved at the proposed assessment and appeals 
to the Board of Referees. Thereupon he is called to 
file accounts, and these, when analysed, reveal the 
following information :-— 


(a) The Shareholders are : 
Mr. “A.” .. 59,000 £1 Ordinary Shares. 


Mrs. “A.”’.. 1,000 ,, 9 ” 
(b) Paid-up Capital £60,000. 
(c) (1) (2) (3) 
Divi- Loans from the 

Profits. dends. Company to “A.” 
1926 £125,000 5% £30,000 
1927 £145,000 5% £100,000 
1928 £220,000 50% £70,000 
1929 £210,000 100% £50,000 


It is obvious that what A. is called upon to include in 
his return for super-tax purposes is the dividend 
only and that over the four years he has escaped 
super-tax on £604,000. It also becomes apparent 
that he drew out of the business on loan £250,000 
in the four years, which, if paid by way of dividend 
would have been subject to super-tax. Whatever 
we may think of the abnormally high taxes we have 
to face, I do not suppose that anyone would feel 
justified in approving such a course of action as “A.” 
adopted, for it must always be borne in mind that 
any taxpayer escaping his fair burden of taxation, 
whether by artificial transactions or by fraud, is 
throwing an additional burden upon his fellow- 
taxpayers since the total tax fund required by the 
Government of the day must be raised. 

Before leaving this aspect of our study, I should 
perhaps add that super-tax ceased after 1928-29 and 
is replaced by sur-tax based on the income tax of 
the preceding year. (Sur-tax is really an extra 
income tax paid a year later than the ordinary 
income tax and upon the same figures.) To-day a 
single return normally suffices for both income tax 
and sur-tax. 

In order to keep as near as possible to the practical 
application of our subject, it will now be convenient 
if we consider together two computations for taxation 
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purposes which will serve to bring out types of} Schedules. The statutory profit may be widely ( 
questions which arise in settling the final figure upon! different from what we regard as the commercial 
which the tax is paid. Our first computation will) or actual profit. You may indeed have a statutory 
represent the imaginary figures of a manufacturing| income and be assessed upon it even while possessing 
concern, while our second set of figures will apply to a| no actual income (sect. 22 (1) Finance Act, 1926), ( 
cotton business. e.g., a foreign investment that yielded a dividend in 

The word * computation,” of course, arises from the| the previous year, but none in the current year. This 
requirement that the * statutory * profits are to be! section overruled the decision of the House of Lords 
computed according to the rules of the various; in Whelan v. Henning. 


THE MANUFACTURING COMPANY, LTD. 
TRADING ACCOUNT FOR THE YEAR ENDED DECEMBER 31st, 19—. 


To Raw Materials ..  ..  ..  .. £1,271,000 | By Sales... . ee £8,882,231 
» Wages .. “s ie 695,600 » Dividends on Investments ar ve 12,000 
» Repairs and Renewals _ ite Ms 589,400 | ,, Transfer Fees .. om és - 238 | 
» Carriage and Freight .. ae es 132,500 | ,, Profit on :— 
>, General Expenses :— Redemption of Debentures oe 1,500 

Power, Water, Ground Rent, aneiee | Sale of Investments. . os ~~ 100 
Taxes, Insurance, &c. 410,100 | 
;» Superannuation Allowances .. oe 38,000 | 
;, Written off Investments ns i 20,000 | 
» Advertising aes ie - 9,669 | ha 
> Travelling Expenses ‘on - 26,000 he 
>» Premium on atietaasial Insurance | 
Scheme oi 4,600 | lor 
» Debenture Redemption — ‘ce ay 25,000 we 
;» Subscriptions .. 3,200 | ste 
,;, Balance to Profit and Loss Account . 671,000 th 
tie 1 lO 
£3,896,069 £3,896,069 
PROFIT AND LOSS ACCOUNT. 
Zo Gumi Bapenem, including Office By Balance from Trading Account | -- £671,000 
Salaries, Rents, Rates Taxes, and j 
Bad Debts .. ' << +e £132,500 | ou 
:; Directors’ Remuneration ie ae 8,500 | re 
;, Debenture Interest .. -_ Pa 130,000 | 
» Balance .. oe “ os . 400,000 | “ 
£671,000 | £671,000 ac 
a 7 Oe . fr 
he 
THE MANUFACTURING Company, LTD. Rule 3 of Cases 1 and 2, Schedule “ D,”’ provides, 
Income Tax COMPUTATION. inter alia, that in computing profits no deductions 
Financial Year to 31/12/——. Fiscal Y. shall be allowed in respect of :— 
A. Balance of Profit and Loss Account £400,000| (4) Any expenditure not exclusively laid out for 
Items added back :— the purposes of the business. 

See (b) Debenture Redemption .. £25,000 (b) Capital employed in improving premises, &c. of 
., (d) Debenture Interest -. 130,000 (c) Any debts, except bad debts and doubtful debts Ta 
»» (@) Income Tax . -- 16,000 to the extent that they are actually estimated to _—-_- th 
», (b) Reserve for Demolitions wa 50,000 be bad. 

+ (b) Written off Investments .. 20,000 (d) Annual interest or other annual péyment 
+» (b) Written off Leases .. oe 9,000 payable out of profits 
«, (a) Charitable Subscriptions .. 1,000 , m 
., (a) Trade Subscriptions - 150 a yet _ a 
ve Ground Rents - ‘in 20,000 - an widends on 
; = Capital “ ili te Investments... £8,000 
se 4 2. Capital Profit on Securities 
Repairs “* “* “* 9,000 sold 100 
+» (a) Legal Expenses i aie 100 2. Decrease in eases ; is 5,000 
Profit of Subsidiaries ote 12,000 oa a Redempti =“ al 
a Debentures ‘ 1,500 te 
a _ £292,250 1. Dividends from Subsidiaries 4,000 
simaiie ten “computing 3. Schedule “A” gross . 72,000 ti 
profits .. sor 292.250. 4. Allowance of jth of enmanl tl 
ee value of Works situated v 
nee outside U.K... ne 2,000 


- 
oe 
992,290 ———— £92,600 : 
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NOTEs. 

(1) This income having already been taxed at the 
source and being included in the starting 
figure of £400,000 (A) must now be deducted, 
otherwise it would suffer tax twice over. 

(2) These all relate to Capital items. As it is not 
the business of a manufacturing company to 
buy and sell securities any profit made (or loss 
incurred) is excluded from the computation. 
The item “ decrease in reserves’ means that 
the fund accumulated out of taxed profits has 
this year finished with a diminution of £5,000, 
owing to various outgoings of a revenue char- 
acter being charged against the Reserve. 

(3) The company owns its works and, having 
paid tax on Schedule “A” is entitled to 
deduct the net annual value, plus the repairs 
allowance, bringing the deduction equal to 
the gross annual value. 

If the company had rented the works it would 
have paid rent, say £72,000, and this would have 
been allowed as a charge against profits. The land- 
lord would have paid the tax on this £72,000 by 
way of deduction from the rent. Taking it step by 
step what would happen would be something like 
this :-— 

(1) Company pay the tax, say . £13,500 

(2) Out of the neat rent paid the 

company deduct from the rent 
the tax paid . £13,500 


Obviously these two transactions have cancelled 
out each other, and as a tenant the rent of £72,000 
remains as a deduction. 

Actually the company owning its works does not 
specifically charge itself with rent in its financial 
accounts, but it gets the Schedule “A” allowances 
from Schedule “ D” assessment in the computation, 
having already paid Schedule “A” assessment. 


(4) The allowance for repairs is also now applicable 
to the works of the company situated outside 
the United Kingdom (sect. 18 Finance Act, 
1919). 


Sect. C, which we now pass to, shows the classes 
of Plant subject to Wear and Tear Allowance, the 
rates applicable thereto and the method of working 
the computation. 

It will be observed, in column B, that the sum of 
£9,000 which was charged against the profits in the 
trading account and was disallowed by the Inspector 
as a capital outlay, is now brought back to Capital, 
and is therefore entitled to rank for depreciation, so 
/ that in actual fact we get our allowances less scrap 
value, but it is spread over 30 years. 

In passing, it may be said that in addition to 
allowance for Wear and Tear the trader is entitled 
to an allowance for obsolescence where applicable. 

In sect. D we reach the termination of our computa- 
tion and find that the statutory profits upon which 
the company has to pay are £459,650, compared 
with a commercial profit as disclosed to shareholders 
of £400,000. 


C. DEPRECIATION (WEAR AND TEAR) ALLOWANCE. 


Plant. A. B. Cc. Foreign. 
Rate of 
Allowance. 10% 74% 5% 5% 
Balance 
forward .. £300,000 £900,000 £500,000 £150,000 
Additions 
during the 
year :— 
In Capital 20,000 91,000 10,000 20,000 
In Revenue -- 9,000 — — 
320,000 1,000,000 510,000 170,000 
Less Sales 5,000 10,000 _— 
315,000 1,000,000 500,000 170,000 
Allowance 31,500 75,000 25,000 8,500 
Balance 
(written 
down value) 283,500 925,000 475,000 161,500 
Total Allowance : £140,000 
D. RECAPITULATION. 
Statutory Profits per Account A. £692,250 
Deductions per Account B. .. -. £92,600 
Allowance W. & T. per Account C. .. £140,000 
———— £232,600 
£459,650 


£459,650 at 4/6 = £103,421 5 0 
CoTTon. 

It will now perhaps prove of interest if we trace the 
history of a cotton merchant’s and broker's com- 
putation which begins with the request of the 
Inspector made to the firm’s accountants to supply 
him with certified accounts for the last financial year. 
We will imagine the accounts furnished are as set 
out on the following page. 

The Statutory Profit for taxation purposes will 
be arrived at as follows :— 


Computation. 
Profit per Accounts £79,300 
Added back :— 
Bad and doubtful debts disallowed .. 300 
Income Tax ° oe 4,000 
Trade Subscriptions disallowed. (No 
arrangement entered into by Asso- 
ciations) é 25 
Legal Expenses (not incidental to the 
earning of the profits) oe 40 
Reserves ° 2,000 
Depreciation of Investments . 2,500 
8,865 
£88,165 
Deduct :— 
Interest and Dividends (taxed at source) 20,000 
£68,165 


With regard to subscriptions paid to a Trade 
Association, if the Association has entered into the 
usual agreement with the authorities under which it 
consents to be assessed on the surplus of its receipts 
over working expenses the subscriptions paid by its 
members are allowed as a deduction in their individual 
accounts. 

The assessment will, of course, be split between 
the partners according to their several interests and 
subject to such reliefs, &c., as are applicable. 

It is customary for brokers to spend a considerable 
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TRADING ACCOUNT. 

To Stock... £200,000 By Sales - £1,880,000 
,, Purchases 1,210,000 » Samples - 5,000 
» Depreciation on " Investments. . ° 2,500 »» Reclamations 5,000 
», Bad Debts as per List : 2,000 » Differences in price on Cotton shipped 8,000 
; Income Tax ne ea 4,000 », Commission Account 1,000 
;, Trade Subscriptions 100 »» Interest on Investments as per separate 
a — Expenses 100 Account ‘ a 20,000 
>, Cartage .. oe 5,000 as jena a en oa 160,000 
>, Reserves 2,000 
ee ans Expenses ee - 1,500 
>» Wages oe os +o 8,500 
+ Dues and Porterage a Pos i 5,000 
., Fire Insurance aa 5 ‘a 8,000 | 
> Office Salaries and Expenses 14,000 | 
;, Warehouse Rents 5 ; 18,000 
» Freight .. oe 6,000 
;, Bank Interest 18,000 
;, Balance (Profit) 79,300 

£1,574,000 £1,574,000 


The account ‘stated above may in actual practice be split up into various subsidiary accounts . as 
circumstances may require. 


PROFIT AND LOSS ACCOUNT. 


To Transfer to Capital Accounts of | By Balance from ‘Trading perme 279,300 
Partners. 
A. Share of Profit £19,650 i 
Interest on Capital 20,000 | 
39,650 | 
B. Share of Profit 9,825 
Interest on Capital 10,000 
19,825 
C. Share of Profit 9,825 
interest on Capital 10,000 
19,825 | 
£79,300 £79,300 
BALANCE SHEET AS AT SEPTEMBER 30rsa. 
Capital Accounts :— Sundry Debtors -. £125,600 
A. Balance from last Account - £400,000 Bills Receivable is 14,400 
Interest on Capital os 20,000 Investments .. ee 85,000 
Share of Profit pe oo 19,650 Bank : Deposit Account 200,000 
Current Account 37,000 
439,650 ——_ 287,000 
Drawings 16,000 New Season Account 440,000 
423,650 Cash 3 1,000 
B. Balance from last Account 200,000 Stock on hand 160,000 
Interest on Capital 10,000 
Share of Profit 9,825 
219,825 
Drawings 9,825 
210,000 
C. Balance from last Account 200,000 
Interest on Capital cs ne 10,000 
Share of Profit dé _ 9,825 . 
219,825 
Drawings es 6,825 
213,500 
Sun Creditors ° oe 15,850 
Bank No. 2 Account (Overdraft) oe 200,000 
£1,063,000 21,063,000 


(It is to be noted that New Season Account is simply a Suspense or Reserve Account.) 
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sum in each year in entertaining spinners with the 
object of securing business. This is one of those 
items which the alert Inspector of Taxes scrutinises 
pretty closely. He, however, will allow a reasonable 
sum having regard to all the facts of the case. It is 
always wiser to set the amount out as a separate 
item in the accounts than to merge it under other 
headings of outgo. 

Below is given the usual form of questionnaire 
which is addressed to the firm, or its accountants, in 
addition to numerous other queries which may be 
made on the accounts. The answers I have inserted 
seem to meet the case under consideration, although 
that to question 4 (6b) may require amplification in 
the case of stock (a) sold undelivered “on call” 
price not fixed (b) sold delivered “‘ on call” price not 
fixed and (c) sold forward undelivered price fixed. 


INcoME Tax. 


1. Were all transactions relating to 1. Yes. 
the business correctly entered in 
the books of account produced 
to Messrs. ......++-+ ? 

2. Did any Reserves or Suspense 2. No. 
Accounts exist at September 
30th—that are not separately 
shown on the face of the Balance 
Sheet supplied to the Inspector 
of Taxes ? . 

If so, please give particulars. 

3. Are the amounts shown as Pur- 3. Yes. 
chases in the accounts supplied 
to the Inspector of Taxes re- 
stricted to the cost of goods (a) 
sold and included in Sales in the 
Trading Account or (b) forming 
part of the Stock of which the 
value is shown in the Balance 
Sheet ? 


4. (a) Was the whole of the Stock- 4. (a) Yes. 
in-Trade of the business (wher- 
ever situated) on September 
30th—shown in the Stock Sheets 
produced to Messrs. ........ ? 


(b) On what basis precisely was (b) Market price 


this Stock valued ? of the day. 
(c) Was this basis the same as (c) Yes. 

that hitherto adopted ? 

(d) What was the full value of (d) As shown in 


the Stock on the basis stated the accounts. 


above ? 


{e) Please state particulars of 
any deductions that have been 
made from the full value of the 
Stock in arriving at the value 
shown in the Balance Sheet sup- 
plied to the Inspector of Taxes. 
I hereby certify that the above statements are true to 
the best of my knowledge and belief. 
(To be signed by the Pro- 
prietor or by the Precedent 
Acting Partner in a firm, or 
by the Secretary of a 
Limited Company.) 
No. 81. 
I have purposely avoided going too deeply into 
matters relating particularly to the Cotton Trade, 


(e) None. 


such as Futures, Straddles, Private Transactions of 
Partners, Arbitration and Appeal Fees, American 
and Foreign Branches, Investments in Mills, Loans to 
Spinners, Joint Accounts with Foreigners, &c., &c. 

Upon these and similar cognate matters your own 
individual accountants are generally well able to 
advise. 

RATING AND VALUATION. 

I have been requested to say something with 
respect to the influence of Rating on Industry. 

This is, of course, a huge subject in itself, which 
has its own literature and text-books, indeed quite 
the largest volume in my library upon the subject 
covers something like 1,000 pages. 

For practical purposes we may very well commence 
our study at a very recent point, viz, 1925. 

In parenthesis we may remind ourselves that Rates, 
unlike Taxes, are expenses that are allowed as a 
charge against profits in computing our Income Tax 
liability, also that we must pay our rates whether 
we earn profits or not, whereas Income Tax is 
assessable upon profits only. 

In approaching our subject we may very well 
begin at the point of administration. 


ADMINISTRATION. 

The Rating and Valuation Act, 1925, radically 
changed the form of administration, sweeping away 
the Overseers of the Poor and Union Assessment 
Committees, and setting up the following authorities, 
viz :— 

1. Rating Authorities—Borough, Urban District 

and Rural District Councils. 

2. Assessment Committees. 

3. County Valuation Committees. 

4. Central Valuation Committee. 


The Rating Authorities compile the valuation 
lists and submit them for revision and approval 
by the Assessment Committee. The Valuation 
Committees promote uniformity in principles and 
practice. Quinquennial re-valuations have now been 
provided for. 


Basis or RATEABILITY. 

The assessment of rateable property is based upon 
the net annual rental value of premises occupied. 
The actual rent may be no criterion of annual value. 
It is the amount which a hypothetical tenant would 
pay for beneficial occupation. Such rental value is the 
basis in the case of houses and business premises, 
but in other cases, e.g., where there is no rent, the 
valuation is sometimes based upon constructional cost 
or comparison with similar buildings. Public Utility 
Undertakings and other special properties, e.g., hotels, 
are assessed upon the “ Profits” principle. Deduc- 
tions from gross values are made for repairs, insurance 
and other expenses necessarily incurred. These 


_| Statutory deductions are now fixed according to scale 


in respect of most properties. 
PROPERTIES RATEABLE. 
The Poor Relief Act, 1601, made all land, houses, 
tithes and coal mines rateable. The Tithe Act, 
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1836, added tithe rent-charges. The Rating Act, 
1874, brought in all mines and sporting rights 
severed from the occupation of land. The Advertise- 
ment Stations (Rating) Act, 1889, made the occupier 
of the land used for advertisements rateable, or, if 
unoccupied, the owner of the land. Crown property 
is not rateable, but contributions in lieu of rates are 
made in the case of certain Crown properties upon a 
valuation made by the Treasury Valuer. Properties 
used for the Post Office Telegraphs are rated at the 
same value as acquired, and by reason of this 
stabilisation, local authorities are deprived of rates in 
respect of property of an estimated annual value of 
one million pounds. 


EXEMPTIONS FROM RATEABILITY. 

No rates are paid on Police Stations, Police Courts, 
Assize Courts and Judges’ Lodgings. Other exemp- 
tions are as below, viz :— 


Ambassadors’ residences . 


Diplomatic Privileges Act, 
1708. 


Churches ne for < , 
public worship . f Exemption Act, 1833. 
Sunday and —— schools / . 
(optional) ; Exemption Act, 1869. 
Voluntary Schools Act, 
. 1897 (now consolidated in 
Non-provided schools’... the Education Act, 1921 
(sect. 167) ) 
Scientific institutions —" Societies Act, 


Polling booths Ballot Act, 1872. 
Lighthouses Merchant ‘Shipping Act, 


1894 
Euemption Act, 1840. 
Rating and Valuation Act, 
1925. 


Local Government Act, 

1929. 

PARTIAL EXEMPTIONS. 

Burial grounds are stabilise 1 at the value at which 
they were acquired therefor (Burial Act, 1855). 

Agricultural dwelling-houses are not assessed on 
structural value, but only on the rent they would 
yield if occupied and used by persons engaged in 
agriculture in so far as they are so occupied (Local 
Government Act, 1929). 

The Rating and Valuation (Apportionment) Act, 
1928, provided for the preparation of special Valua- 
tion Lists in which properties should be distinguished 
which were to receive total or partial relief under the 
scheme of derating. These properties are :— 

(1) Agricultural hereditaments. 

(2) Industrial hereditaments. 

(3) Freight transport hereditaments. 

The Act also provided for the apportionment of 
values where properties are partially used for these 
purposes and partially for other purposes. 

Agricultural hereditaments are defined in sect. 2 (2) 
of the Act. 

Industrial hereditaments include mines, mineral 
railways, factories and workshops, but premises are 
to be excluded if occupied primarily as :— 

1. A dwelling-house. 


Personal property .. 

Machinery not being part 
of the hereditament 

Agricultural land and build- 
ings a .. 


8. A distributive business. 


4. A public utility undertaking. 

5. Other than a factory or workshop. 

6. Storage premises. 

The exclusion of distributive trades has been a 
particular hardship to Liverpool, and it has been 
explained that the purposes for which they were 
excluded were that some restriction had to be placed 
upon the limited fund available for relief, that dis- 
tributive trades were not liable to foreign com- 
petition as productive industries were, and, further, 
that the former would ultimately gain from the 
impetus given to the latter by rate relief. Statutory 
gas, water, hydraulic and electricity undertakings do 
not receive relief, and these are placed at a dis- 
advantage compared with private undertakings and 
productive businesses owning their own plant. These 
undertakings, however, are sheltered from com- 
petition as monopolies and have also been excluded 
to conserve the relief pool. 

Garages and stables are not considered part of a 
factory for derating, and their values must be 
excluded. The Local Government Act, 1929, sect. 69, 
made it clear that ‘“ one-man factories” are to be 
derated. 

Freight transport hereditaments include railways, 
light railways, canals and docks. 

Premises used primarily as offices are excluded from 
relief. 

In the case of railways, the relief is passed on in 
freight reductions on basic traffics. The railways 
must not be wholly passenger services and so must 
carry merchandise and also be subject to standard 
charges. 

Docks used for the undertaker’s own use are 
excluded. Harbours and piers are included, except- 
ing those used for pleasure and recreation. 

Dry docks of ship repairers do not receive relief. 
Road transport properties, it will be observed, 
are also excluded. 

Part V of the Local Government Act, 1929, granted 
the rate relief to the properties distinguished by the 
Apportionment Act, 1928. Agricultural land and 
buildings were totally derated and under the Agricul- 
tural Rates Act, 1929, the relief back-dated to April 
Ist, 1929, a special grant being made to the Rating 
Authorities for the losses in this respect. These 
properties are now excluded from the valuation lists. 
It was provided that the rateable value of industrial 
and freight transport hereditaments should be one- 
fourth of their net annual values. With the excep- 
tion of agricultural land and buildings, as mentioned 
above, the derating provision came into force on 
October Ist, 1929. As the reduced rateable value 
for purposes of the grant for loss of rates means thé 
value according to the valuation lists in force on 
October Ist, 1929, any subsequent reductions by 
derating are lost to the local authorities. Sect. 133 
provided, however, that proposals for amendment 
served on the rating authority before October Ist, 
1930, shall have retrospective effect, and the grants 


2. A retail shop. 


to the authorities will be revised for that purpose. 
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Derating has created a plague of litigation, over 
18,000 appeals already having been carried to 
Quarter Sessions and 800 to the High Court. The 
Revenue Officers have been interested in these appeals 
in order to restrict the loss of rates and thereby 
the exchequer contribution. The two most important 
cases recently finally decided by the House of Lords 
have been those in respect of the London County 
Council Tramways Printing Premises and _ the 
Potteries Electric Traction Company’s Repair Works. 
In both these cases the premises were derated on the 
grounds that it is the use to which the premises are 
put that should be considered and not the ultimate 
purpose to whichthecommodities produced areapplied. 

Many appeals have depended on the interpretation 
of ** contiguous ”’ or “* dock purposes.’ Liverpool has 
been interested in several dock warehouse cases. 
Tobacco, wool, wine and sugar warehouses were held 
not to be used for freight transport purposes. Grain 
warehouses, on the other hand, were derated. A 
dairy where milk is pasteurized and bottled is an 
industrial hereditament. A _ chain-testing works 
adapts an article for sale, and is a factory. Seed 
cleaning, preparatory to sale, is a distributive business. 
A cold storage for preserving food is a storage purpose. 
Land occupied with a house may be agricultural 
land and not a park, according to the facts of the case, 
whilst the training of horses on agricultural land may 
bring the same into rateability. 

The following statistics, for which I am indebted, 
together with other information, to my friend Mr. 
W. H. Legh-Smith, F.S.A.A., will be interesting for 
purposes of comparison :— 


Rate- Rates Total 


: |  Popu- 
City. | Pp able per rates. 
% | Tation. | Value. | head. | 1930/31 
| £ '£ s.d. 

Birmingham 968,500 6,090,845 4 311 14/6 
Liverpool... 869,500 6,437,627 410 2 13/6 
Manchester | 746,500 6,554,549 512 5 13/9 
Sheffield .. 518,000 2,673,211 4 2 O 16/11 
Leeds -- | 478,500 3,008,412 413 1 15/10 
Bristol -- | 391,300 2,635,500 4 1 4 12/6 

Hull a 308,200 1,569,524 4 4 4 18/- 


Loss OF RATES DUE TO DERATING. 

The approximate loss of rateable value to Liverpool 
due to derating is £688,800, and the approximate 
loss of rates £465,000. Although the new block 
grant includes both this derating loss as at October 
Ist, 1930, and the amount of the now discon- 
tinued grants for the standard year (1928/29), the 
operation of the formula on which the general 
Exchequer contribution is distributed to the Local 
Authorities does not, I am advised, make it feasible 
to allocate any part of the new grant to the actual 
loss of rates. (Applause.) 

At the conclusion of the lecture Mr. Nelson 
answered questions raised by members of the Institute, 
and the meeting concluded with a vote of thanks 
moved by Mr. C. A. Caryl. 

Subsequently the Chairman and Committee enter- 
tained Mr. Nelson at dinner. 


Liverpool and District Bociety of 
Fncorporated Accountants. 


ANNUAL DINNER. 

The annual dinner of the Liverpool and District Society 
of Incorporated Accountants was held in the Exchange 
Hotel, Liverpool, on February 27th. The President, 
Mr. Charles Menlove Dolby, F.S.A.A., was in the chair, 
and the guests included: The Lord Mayor of Liverpool 
(Alderman Edwin Thompson, J.P.), Mr. Henry Morgan, 
F.S.A.A. (President, Society of Incorporated Accountants 
and Auditors), Major J. Albert Eckes (Chairman of 
Council, Chamber of Commerce), Mr. Alec Slater 
(President, Corn Trade Association), Mr. Russell F. 
Whiteley (President, Provisions Trade Association), 
Mr. J. Allcorn (Official Receiver), Mr. A. E. Hepworth 
(Inspector of Taxes), Major E. G. Finch, Mr. T. K. 
Moulsdale (Chairman, Liverpool Branch, Chartered 
Institute of Secretaries), Mr. R. Miller (Hon. Secretary, 
Liverpool Branch, Chartered Institute of Secretaries), 
Mr. Registrar C. E. Neild, Mr. Registrar E. D. Symond, 
Mr. W. Sinton, F.C.L.I. (President, Insurance Institute 
of Liverpool), Mr. J. Howard Williams (Chairman, 
Auctioneers and Estate Agents’ Institute), Mr. H. Russell 
Edwards (Secretary, Auctioneers and Estate Agents’ 
Institute), Mr. E. E. Edwards, B.A., LL.B. (Assistant 
Parliamentary Secretary, Society of Incorporated 
Accountants and Auditors), Mr. George Walker (General 
Manager, District Bank, Ltd.), Mr. S. H. Atkinson 
(News Editor, Daily Post), Mr. Harold Foster (Inspector 
of Taxes), Mr. James Hulme, F.S.A.A. (President, 
Manchester District Society of Incorporated Accountants), 
Mr. A. E. Piggott, F.S.A.A. (Hon. Secretary, Manchester 
District Society of Incorporated Accountants), Mr. P. 
Toothill, F.S.A.A. (President, Sheffield and District 
Society of Incorporated Accountants), Mr. J. W. Richard- 
son, F.S.A.A. (Secretary, Sheffield and District Society of 
Incorporated Accountants), Mr. Arthur France, F.S.A.A. 
(President, Yorkshire District Society), Mr. Tom Hudson, 
F.S.A.A. (President, Bradford and District Society), Mr. 
D. H. Bates, F.S.A.A. (President, North Staffordshire 
District Society), Mr. Robert Bell, F.S.A.A. (President, 
Society of Incorporated Accountants in Ireland), Mr. 
James Baird, F.S.A.A. (President, Belfast and District 
Society), Mr. Edmund Lund, F.S.A.A. (President, Cum- 
berland and Westmorland District Society), Mr. J. H. 
Koller (Hon. Secretary, Chartered Students’ Association). 


The PRESIDENT, in proposing “ The Lord Mayor and 
the City of Liverpool,” referred to the reply of a schoolboy 
who said that all he knew about Pompeii was that it 
had been submerged by an overflow of saliva from the 
Vatican. He (the President) suggested that it was not 
entirely outside the bounds of possibility that the whole 
country would be submerged by the contradictions of 
an apparently panic stricken but well meaning band 
of economists. On the one hand, they were adjured to 
sally forth and spend, but before they were outside their 
houses, their loud speakers bellowed forth the imperative 
and urgent necessity for thrift and economy. So the 
mere layman was left bewildered and demoralised and 
when he recovered he found that the rate collector had 
been followed by the Income Tax collector, and he was 
left in the blessed position of being totally incapable of 
either spending or saving. (Laughter.) 

He was persuaded that in between those two apparent 


extremes there lay a fundamental and abiding principle 
upon which the economic welfare of every individual, 
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local authority, and the country as a whole, could be, 
and should be securely placed. He referred to the old- 
established and unfailing system of living within one’s 
income. (Hear, hear.) Referring to the fact that an 
individual in making his budget was actuated by a 
consideration of how much he was able to spend, rather 
than how much he was going to spend, especially if he 
had a salaried position, the speaker went on to ask what 
of the man who had no fixed income and no definite idea 
as to what his income was going to be? His first task 
was to estimate it to the best of his ability, and, having 
done that, he proceeded to spend it, and if he acted 
upon the principle he had just enunciated, the result 
would be, as Mr. Micawber once said, happiness. What 
was the case with regard to a local authority? It did 
not fix its income, it did not attempt to forecast what its 
income might be, and certainly it never appeared to 
consider what industry and commerce could afford. He 
suggested that the present method adopted by local 
authorities, of fixing expenditure at, say, £500,000, and 
telling the ratepayers that they must find that sum, was 
altogether wrong and conducive to extravagance. Under 
the present system the various committees were asked 
for an estimate of how much they required during the 
coming year. His idea was that they should reverse the 
process. The City Council should fix the rate in the £ 
to be levied, particular regard being had to the state 
of industry and commerce, and the standing charges of 
the city. Having decided the rate, then each committee 
should be told how much it could spend, and if any 
committee considered the amount insufficient then only 
the most urgent expenditure could be undertaken, and 
the less urgent left over until the city was in a position 
to afford it. (Hear, hear.) Successive Governments had 
prattled about economy for years, but no constructive 
proposals had yet been put forward, and the same remark 
applied to local authorities. It appeared to be perfectly 
clear that a trade revival could not come until the costs 
of production had been reduced ; a general lowering of 
local rates must be reflected in lower costs of production. 
One thing which was certain was that we could not go 
on under the present crushing burden of Imperial and 
local taxation, and he put forth the idea that, in Liverpool, 
they should start a definite policy of fixing their income 
and living within it. He was advised that the idea was a 
practical one, and one which, animated by the proper 
spirit, must result in a considerable reduction in the 
rates. He submitted the toast with the sincere con- 
viction that, given practical economy on the lines he had 
indicated, coupled with a genuine desire of each one of 
the citizens to cease to look to the Government to put 
things right, but individually to strive to make the city a 
more prosperous community, Liverpool could look to the 
future with renewed hope and confidence. (Applause.) 


The Lorp Mayor (Alderman Edwin Thompson), in 
the course of a witty speech, narrated some amusing 
stories. Mentioning the term “ tertium quid,” he said he 
did not know what it meant, but he understood it was a 
legal term meaning six and eightpence. (Laughter.) The 
President had drawn a terrible picture of municipal 
expenditure, and he had wondered whether he, as repre- 
senting, to a certain extent, the City Council, had been 
called there to listen to a most severe indictment of the 
way they conducted business. What occurred to him 
was that suppose they did not cut their coat according 
to their cloth or their cloth according to their coat— 
whatever they did—he thought the position might be 

“even worse than it was at present. He wondered whether 
they might not do something with Mr. Legh-Smith (the 


supposed that then, instead of the rates being as they 
were now, they would be brought down to the tertium quid. 
(Laughter.) Of all the really important people in the 
community, the Incorporated Accountants were the ones, 
and without them we could not exist ; it seemed to him that 
it was difficult to exist with them. (Laughter.) If one 
had not their figures to contend with, he felt sure 
they would all be much happier. (Laughter.) Personally 
he had the most terrific respect for the work they did. 
They were all out for the same object, and in this con- 
nection he was reminded of the man who, immediately 
after the service at church, made a beeline for the public- 
house at the corner. The minister asked another of the 
flock whether the man drank, and received the reply : 
“No, it is only his thirst after righteousness.” He 
supposed when the accountants were busy with all those 
horrible figures on the debit side it was merely their 
thirst after righteousness. (Laughter.) He realised the 
work their Society did for the welfare of the community, 
and quite seriously said, if their profession did not exist, 
“Heaven help the country.” There was no doubt that 
they, above everybody else, kept the community straight. 
Although he had joked about it he would like the 
President to press forward his scheme as outlined in his 
speech that evening. He felt that a tremendous amount 
of help could be given by the Incorporated Accountants in 
the city, by coming forward with suggestions such as 
that of the President. He agreed that it ought to be 
possible in a city such as Liverpool to obtain the same 
efficiency at a less cost. (Hear, hear.) 


Major J. A. Ecxes (Chairman of the Council of the 
Liverpool Chamber of Commerce) submitted ‘ The 
Society of Incorporated Accountants and Auditors.” He 
said, although the accountants were a professional body, 
they recognised that they were intimately identified with 
the commerce of the city and port. At one time, before 
the wider acceptance of democratic ideals, it was believed 
that professional men should exist aloof and apart. 
There was also, at one time, a deep, dividing trench 
between the exclusiveness of professional status and that 
large majority who performed the almost menial task of 
creating the wealth of the country by trade. Such 
beliefs were receding into oblivion. A more correct 
appraisement was now made of the value of co-ordinated 
effort among all sections of the community. The Society 
of Incorporated Accountants and Auditors had rules, 
written and unwritten, which most fittingly maintained 
their high standard of professional qualification and 
conduct. Those gave them that desirable status which 
encouraged confidence in the minds of those who turned 
towards them for professional service, and who them- 
selves were not so rigorously tested priorto embarking 
on a career. There was demanded by the business man 
some cold and more calculating brain than his own, 
which would help in directing that part of his affairs which 
called for the reasoned and learned application of an exact 
science. In the intricacies of his financial problems, in 
the relation of statistics, in production costs, in invest- 
ment, and in the bewildering details of company and 
bankruptcy law, he sought the advice and guidance of 
the accountant. Whilst the trader made trade, the fruits 
of that labour, often enough, were dependent on the 
wisdom and perspicacity of the accountant. The closer 
that accountants, as professional men, came to commerce, 
and the more they studied the economic problems which 
confronted it, and on the solution of which its success 
depended, the more would they be able to understand 
its ways, and to assist in that great game which Liverpool 
played year in and year out. An accountant who studied 


Treasurer), and put the President in his place, and he 


the vagaries of economics and tried to get down to the 
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root of causes influencing trade, would be all the better 
at his work. Commercial men were coming to lean 
more and more on accountants in the solution of their 
complicated affairs, and they believed that they would 
not fail them, but help them still more. (Hear, hear.) 

Mr. Henry Morean, F.S.A.A. (President of the Society 
of Incorporated Accountants and Auditors), responded, 
and expressed the wish that some of the individuals 
in the City of London who went about with gloomy 
faces—and there were many of them, and they were so 
gloomy—could have been present and listened to the speech 
of the Lord Mayor, not only for the witty and eloquent 
terms in which it was phrased, but because of the cheery 
note of optimism which pervaded it. He made reference 
to the many and serious ways in which Liverpool had 
suffered through bad trade, and its reflection in the 
failure of firms and the decision of shipping companies 
and others to reduce the wages of their employees. It 
was typical of Liverpool’s resources that at this time she 
was improving her docks, her port, and her transport 
system so that when the trade revival came—as it was 
bound to do—they would reap the full benefit of it. 
Referring to the great facilities afforded, or in the making, 
for the carrying on of sea and road-borne trade, he added 
that their communications of the future would not be 
limited to the sea which had given them great natural 
advantages, but that they were creating an aerodrome 
with subsidiary landing grounds, and he could imagine 
that Liverpool was ideally situated for the development 
of an air port. Liverpool’s proximity to Ireland rendered 
possible a regular service between Liverpool and Belfast, 
so that the journey could be completed in two hours. 
Speaking of the large amount of trade which had been 
done in the port during the last twelve months, he 
remarked that if Liverpool could attract so much shipping, 
with relatively high port dues, how much more should 
she bring to her docks if those port dues were reduced. 
(Hear, hear.) 

The progress of the Society of Incorporated Accountants 
and Auditors had always been materially assisted by its 
Liverpool members. Mr. Hewetson Nelson still was, as 
he had always been, one of the chief inspirers of the 
Society’s vigour. Few, if any, of them need be told 
that he occupied the position of President of their Society 
from 1913 to 1916, and that as Chairman of the Finance 
and General Purposes Committee he had rendered most 
valuable service to their Society for many years past. 
It was gratifying also to find that the Liverpool District 
Society continued to produce such eminently capable 
officers as their President and their Honorary Secretary. 
For many years past, Mr. Hannah’s enthusiasm and 
efficiency had been invaluable, and he was to be con- 
gratulated on the result of his efforts. Their President 
was also to be congratulated on the conspicuous success 
of his term of office ; he displayed energy and capacity, 
and possessed a ready eloquence of which they had had a 
sample that evening. (Applause.) A month or so ago 
he paid a visit to Dublin upon the occasion of the dinner 
of their Irish Branch, and even in that city of wit and 
rhetoric he distinguished himself and delighted the 
assembly when he responded to the toast of ‘* The Guests.” 

The Society of Incorporated Accountants was increasing 
steadily both in membership and influence. The Depart- 
mental Committee on Registration, in its report, paid 
public testimony to the status of their Society, and their 
Council was determined that that high status must, 
and should, be maintained. 

Whilst they made no discrimination in favour of the 
sons and daughters of wealthy parents, their policy was 


as high as any in the accountancy profession. In the 
last five years 2,800 candidates had sat for their Final 
examination and over 4,000 had taken the Intermediate. 
To indicate the high standard of marking, he would point 
out that both in the Final and the Intermediate examina- 
tions, more than 50 per cent. of the candidates had failed 
to satisfy their rigorous examination requirements. Mr. 
Hewetson_ Nelson presided over the Board of Examiners, 
which included men of such eminence as Sir Josiah 
Stamp, Dr. W. H. Coates, and Dr. Rowland Burrows. He 
expressed the hope that his remarks would in no way 
discourage the many students whom he was pleased to 
see there that evening ; they should be an extra incentive, 
because the students would know that the passing of 
their examinations conferred upon them a hallmark which 
was invaluable to a young man who was commencing 
in the accountancy profession, a profession which had a 
public duty to perform, and which therefore must 
guarantee that all its members were fully qualified and 
equipped. ‘The educational work of the Students’ 
Societies was the most important sphere of usefulness of 
the District Societies, and students would find that 
participation in such work would materially assist them 
in preparing for their examinations. (Applause.) 

Mr. C. Hewetson Netson, F.S.A.A. (Past President 
of the Society of Incorporated Accountants and Auditors), 
gave ‘“* The Legal Profession,”’ and acknowledged what he 
described as the all too kind references which the President 
of the Parent Society had made to him and his work in 
connection with that Society. He could only say that 
it had been one of the greatest joys of his life. As 
Chairman of the Board of Examiners, he would like to 
say, for the information of the Chairman of the Liverpool 
Chamber of Commerce, that they had for many years 
incorporated economics as one of the subjects of their 
examination, and that they had two extremely dis- 
tinguished economists who undertook the marking of 
those papers—Sir Josiah Stamp, who certainly was one 
of the two greatest practical economists in the world—he 
was quoting from America, so they might take it as 
correct—and Dr. W. H. Coates. Speaking of the toast 
which he was proposing, he remarked that no toast was 
more cordially welcomed or received in any gathering of 
accountants than that of the legal profession; they all 
understood the debt they owed to that profession. The 
term “‘ Incorporated Accountant ”’ implied that they were 
speaking of an accountant of integrity and reliability, 
and that was a quotation from a judgment of one of the 
High Court Judges. The Bench and Bar over a long 
period had frequently given lectures to them. They 
remembered in that connection Lord Justice Greer, Mr. 
Justice Swift, and Mr. Justice Luxmore. They were 
similarly indebted to leaders of the Bar and juniors for 
their constant help in connection with the work of the 
Society. As he looked back over the history of 
the Society, he could not imagine what sort of progress 
they would have made had it not been for the heartfelt 
assistance the legal profession had always given to them. 
They were indebted, also, to the solicitors. They in 
Liverpool had every reason to be proud of the high 
position which the solicitor branch of the legal profession 
represented. They had had some great solicitors whose 
names he need not mention, and they had, he was 
glad to say, some young members of the profession who 
were still going to honour that great legal profession. 
(Hear, hear.) 

Mr. E. D. Symonp (Registrar of the Liverpool and 
Birkenhead County Courts) responded, and while acknow- 
ledging that he could not claim to respond in anything 


to ensure that their examination standards were at least 


like so authoritative a fashion as other members of the 


fe a 268 | 
f 
931 ee , 
—— SS SS SS | 
is they | 
m quid. 
in the § 
€ ones, 
m that 
If one 
> sure | 
onally 
y did. 
s con- 
iately 
ublic- 
of the 
eply : 
He 
those 
their 
l the 
nity, 
‘xist, 
that 
ight. 
the 
| his 
unt 
‘s in 
1 as 
_ be 
ume 
the 
The 
He 
dy, 
ith 
ore 
ed 
rt. 
ch 
at 
of 
ch | 
ct 
: 
Ly 
8, 
‘ 
d 
h 
d 
i- 
44 
n 
’ 
N 
t 
) 
a 
ee 


264 THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


[ApRIL, 1931 


profession, comforted himself with the reflection that 
probably there was no member of the legal profession 
who had during the last 25 years come more closely in 
contact with the members of that Society than he had, 
or who had had greater opportunities of assessing and 
appreciating the value of the services they had rendered, 
and the splendid equipment they had brought to bear on 
the discharge of their duties. He was sorry to say that 
it was 25 years since he was actively engaged in the 
profession of the law, and those who were actively engaged 
told him that things had greatly changed since his day. 
They told him that accountants now did a great deal of 
the work which was formerly the work of solicitors, and 
that they had made inroads upon what were formerly 
the preserves of the lawyers. He did not blame them 
for a moment; it was all to their credit, but the Law 
Society, as representing the legal profession, had made 
some rather belated reprisals, because of late they had 
added to the curriculum of the students of the legal 
profession some rudimentary knowledge of elementary 
book-keeping. They had now, in order to meet the 
competition of the accountants, to master the multiplica- 
tion tables and the intricacies of compound addition, and 
they had also to learn to keep a cash book. Was there 
any earthly reason, he wondered, why a lawyer should 
not be a trustee in bankruptcy, a liquidator of a company, 
or a receiver? Talking of the problems of fusion which 
confronted both the legal and the accountancy pro- 
fessions, he remarked, purely on his own account, and not 
in the least with any suggestion of saying it in an official 
capacity, that before some of the students around him 
were as old as he was, there might be some talk of fusion 
between the accountants and the lawyers. An accountant 
was already more than half a lawyer, and in this connec- 
tion he read out a list, not by any means comprehensive, 
which he had just jotted down, of the subjects which 
the accountant students had to study, and the reflection 
occurred to him that it left precious little for the lawyer. 
There was a little common law, a little conveyancing—in 
which he was told there was a terrible slump just now ; 
there was a little work in Workmen’s Compensation, 
there were actions at the Assizes, in respect of collisions 
to stationary motor-cars, there was the Divorce Law, 
Admiralty, Ecclesiastical and Criminal Law, all of which 
were optional subjects in the solicitors’ final examination. 
So that really there was very little left for the poor 
lawyer. While he did not throw it out at all as an official 
suggestion, he would not be at all surprised if, before 
they were very much older, clients would say : “* What is 
the use of going to my lawyer; my accountant knows as 
much law as he does,” or, on the other hand, he might 
say: “ Why go to my accountant; my lawyer knows all 
about the multiplication table.” (Laughter and applause.) 


Mr. Freperick J. CoomsBes, A.S.A.A., proposed the 
toast of “‘ Our Guests.” 

Mr. Avec StaTer (President of the Liverpool Corn 
Trade Association), in reply, said the accountancy pro- 
fession had developed along certain lines in recent years, 
and all commercial men welcomed them as an adjunct 
to their business. Previously, they had looked upon the 
accountancy profession as merely mathematicians, but 
now there was another point of view. They looked 
upon the profession of accountancy as a definite adjunct, 
a piece and part of the machinery of modern commerce. 
He was glad to see that their President (Mr. Dolby) 
had been elected to the board of one of the important 
insurance companies of the country, and also to the board 
of a large manufacturing concern. The accountancy 
profession should be a part of the machinery and equip- 
ment of modern methods of business. Reference had 


been made that night to the great amount of Govern- 
mental interference and Governmental taxation, and in 
that connection he said frankly that commercial men 
had found it necessary to go to the accountancy pro- 
fession or the legal profession to get the requisite guidance 
and assistance. He suggested that instead of merely 
auditing the books of a business, and saying “* Audited 
and found correct,” they should be encouraged to make 
supplementary reports and show the cost of overhead 
charges in relation to output. In such ways they would 
be of the greatest assistance to a manufacturer, or 
business man. 

Mr. W. Srnton (President of the Insurance Institute 
of Liverpool) also responded, remarking that if there 
was any qualification essential to a member of the Society 
of Incorporated Accountants, it was surely a keen eye 
and a clear head, at all times, and he was sure that their 
members would so conduct themselves and their arrange- 
ments generally as would ensure that that qualification 
would never be in peril. 

Mr. Ernest E. Epwarps (Assistant Parliamentary 
Secretary of the Society of Incorporated Accountants 
and Auditors) proposed “‘ The President of the Liverpool 
Society (Mr. C. M. Dolby) and the Honorary Secretary 
(Mr. Alex. Hannah). In a felicitous manner he paid a 
cordial tribute to the valuable work both gentlemen had 
performed. To the energetic, unceasing activities of 
Mr. Hannah during the seventeen years of his Honorary 
Secretaryship he attributed in a large measure the 
success of the Society, numerically and otherwise. 

Mr. Dotsy and Mr. Hannan fittingly acknowledged 
the toast. 


Changes and Removals. 


Messrs. Keens, Shay, Keens & Co., Incorporated 
Accountants, London, Luton and elsewhere, have admitted 
into partnership Mr. T. L. Plewman, A.S.A.A., who 
served his articles with the firm and has been a member 
of their staff for the past seven years. The name of 
the firm remains unchanged. 


Mr. Roland J. L. Ball, Incorporated Accountant, is 
now in practice at 11, Park Place, Leeds. 


Mr. E. C. Comerton, Incorporated Accountant, has 
commenced public practice at 19, Rea’s Buildings, 142, 
Royal Avenue, Belfast. 


Mr. H. Derwick, Incorporated Accountant, announces 
that he has removed his offices from 12 to 9, East Parade, 
Leeds. : 


Mr. L. F. Elverstone, Incorporated Accountant, 
announces that the partnership hitherto subsisting between 
Mr. H. A, King, Mr. C. Orton and himself, which was 
carried on at 7, Martins Street, Leicester, and Coalville, 
has been dissolved. He will continue to practise at 
Atlas House, Coalville, in his own name. 


Mr. Fred Longshaw, Incorporated Accountant, has 
commenced public practice at 100, Portland Street, 
Manchester. ; 


Mr. Herbert Townsend announces that he has taken 
into partnership Mr. A. J. H. Watson and Mr. Edward 
Stone. The practice will be carried on in the name of 
Townsend, Watson & Stone, Incorporated Accountants, 
at 16, Weston Park, Crouch End, London, N.8. 


Messrs. Wright & Favell, Incorporated Accountants, 
have removed their offices to Hoole’s Chambers, 47, Bank 
Street, Sheffield. 
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Society of Incorporated Accountants 


and Qubditors. 
South African (Northern) Branch. 


The annual meeting of members of this Branch was 
held in Johannesburg, on March 3rd. There were present 
Mr. N. A. Stott (in the chair), Mr. R. B. Hogg, 
Mr. A. B. Ryan, Mr. E. J. Trollip, Mr. L. A. Whiteley, 
Mr. C. Hewitt, Mr. S. C. Carruthers, Mr. M. Dreyer, 
Mr. N. T. Goodhew, Mr. J. H. E. Wilson, Mr. L. P. Kent, 
and the Secretary (Mr. D. P. C. Blair). 

The notice convening the meeting having been taken 
as read, the Chairman, in moving the adoption of the 
report and accounts for 1930, said :— 

Chairman’s Address. 

Before moving the adoption of the report and accounts 
which have been submitted to you, I wish briefly to refer 
to the financial position of this Branch. After allowing 
for all expenditure incurred during the year, the income 
and expenditure account revealed a surplus of £66 11s. 8d. 
From the balance sheet, which shows a sound financial 
position, you will observe that we have £665 6s. 5d. on 
deposit at the building society and our bankers. 

Only one new member was admitted during the year. 
There were 124 members on the roll at December 31st, 1930, 
a decrease of one as compared with last year. This is not 
a satisfactory state of affairs, and I would specially ask 
all members whose articled clerks have recently passed the 
final examination, to endeavour to get such clerks to 
support the Society by becoming members. 

It is with regret that the Committee have to report the 
deaths of Mr. Charlton and Mr. Brotherton, the latter 
having been one of the Society’s auditors since its incep- 
tion. I would ask you to stand for a moment as a mark 
of respect to these two gentlemen. 

The examinations were held as usual in May and 
November last year, the results of which were as follows :— 

Preliminary examination 2 sat and 2 passed. 
Intermediate _., 26 Css 16 SC,, 
Final * 24 4, | er 

The results are much better than last year and can, I 
think, can be regarded as very satisfactory. 

During the year twenty sets of articles were registered 


- and the class of articled clerk continues to be a high one. 


At the present moment, there are 97 clerks articled to 
members of the Northern Branch. 

The Council in London are considering the suggestions 
made by us regarding the division of the examination 
papers, viz, that the papers dealing with South African 
law should be prepared in South Africa in place of being 
moderated here as is at present done. 

Your Chairman mentioned in his speech at the last 
annual meeting that the South African Societies were 
considering amendments to the bye-laws which, if passed, 
would exclude from membership of their Societies such 
of our members as qualify by examination in South 
Africa. I understand that these amendments are still 
under consideration. 

I have previously mentioned the death of Mr. Brother- 
ton, who was the Society’s auditor. The vacancy was 
filled by the Committee unanimously appointing Mr. A. B. 
Ryan as his successor. 

I am proceeding to England at the end of this month 
and would like to say that I have already received a 
cordial invitation from Mr. Garrett to visit headquarters 
whilst I am in London. I need hardly say that I shall 
avail myself of this invitation. 

During the year, our esteemed Secretary, Mr. Blair, 
had an unfortunate accident which resulted in a broken 


leg. This incapacitated him for a considerable time, 
during which I discovered, whilst trying to carry on the 
Society's affairs, that there was much more work in his 
department than I ever dreamt of. I am sure we are all 
pleased to see Mr. Blair with us again, and my Committee 
wish me to convey to him their thanks for his zeal 
and unremitting attention to the work of the Branch. 
In conclusion, I would like to express my thanks to my 
colleagues on the Committee for their assistance during 
my year of office. 

I beg to move the adoption of the report and accounts. 

Mr. C. Hewitt seconded, and in doing so emphasised the 
fact that the Branch Committee had worked together 
during the year in a most harmonious manner and that 
the attendance at the Committee meetings had been 
excellent. The motion was carried unanimously. 

COMMITTEE AND AUDITOR. 

There being no other nominations, the Chairman declared 
Mr. A. Aitken, Mr. M. Dreyer, Mr. A. L. Palmer, 
Mr. E. C. Lowe, Mr. C. Hewitt, Mr. L. A. Whiteley, 
Mr. S. R. Barnes, Mr. N. A. Stott, Mr. J. Stewart, 
and Mr. R. B. Hogg duly elected as the Committee for 
the ensuing year. 

On the motion of Mr. R. B. Hogg, seconded by Mr. L. A. 
Whiteley, Mr. A. B. Ryan was appointed Auditor of the 
Branch for 1931, and his fee for the past audit was fixed 
at £10 10s. 


Correspondence. 


A QUESTION OF EXCHANGE. 
To the Editors Incorporated Accountants’ Journal. 

Smrs,—In your paragraph with reference to the 
Australian £ in the March Journal, page 208, you have 
fallen into an error which, however, is rather common to 
those who are not used to dealing in Australian exchange. 

You refer to the depreciation of the Australian £, 
saying that “‘ the discount which now amounts to about 
30 per cent., means that an Australian £ is worth l4s., 
or, in other words, Australian prices have been reduced 
by 30 per cent. in terms of English £’s.” 

The actual position is that £130 Australian=£100 
London, which means that the London £ is at a premium 
of 30 per cent. on the Australian £, or the Australian £ 
is at a discount of a fraction over 23 per cent. on the 
London £; therefore, the Australian £ is worth, ignoring 
fractions of a penny, 15s. 5d. and Australian prices have 
been reduced 23 per cent. in terms of English £’s. 

£130 Australian=£100 London 


£100 ” = £77 ° 
£1 is =15s. 5d. London 
English £ “a - ie net «tt. 2. © 
Less 23 per cent. discount .. oe os 2-9 
Cost of £1 Australian oe - - £015 5 
Australian £ .. -- £1 0 O gold value £015 5 
+30 percent.premium= 6 0 rs ta 
Cost of £1 London .. £1 6 O a £1 0 0 


I hope you will pardon me for pointing out this error, 

but it is as well for a journal such as yours to be correct- 
Yours faithfully, 

London, March, 1931. H. R. COOKE, A.S.A.A. 

[The point raised is one of fact rather than of 
calculation. If the Australian pound is at a discount 
of 30 per cent., then its value is 14s. If, on the other 
hand, the English pound is at a premium of 30 per cent. 
on the Australian pound, then the position is as stated 
above. The latter is the present position, and we are 
obliged to Mr. Cooke for his letter.—Eps., J.4.J.] 
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Some Aspects of the Currency 
Question. 


simple ratio of the weights of the physical quantities 
of gold so chosen. The pound sterling consists of 
123.27447 grains of standard gold, eleven-twelfths 
fine. The United States dollar contains 25.33 grains 
of standard gold, of a similar fineness. If you 


An Address delivered before the Incorporated | divide the smaller quantity (the dollar) into the larger 


Accountants’ London and District Society by - 


DR. W. H. COATES, LL.B. 
(Examiner te the Society of Incorporated Accountants 
and Auditors). 


(the pound), the result is 4.8666, and that measures 
the Mint parity of exchange when the usual custom 
is followed of expressing pounds in terms of dollars. 
In the same way, all other currencies of countries 
on the gold standard are linked one to another, 


The chair was occupied by Mr. Taomas KEENS, | either in terms of one or other of the two currencies 


F.S.A.A., President of the London District Society. 


being considered. The Mint parity is thus the ratio 


The CuarrMan, in introducing the Lecturer, said| of the physical quantities of gold contained in the 
that Dr. Coates was known to them in many | respective currencies. 


capacities. They knew him, of course, as a director 


The quantity of gold in the world is, however, 


of that vast combine, Imperial Chemical Industries, | limited, and there has thus grown up through the 
but he appealed to them most as one of the examiners | development of the art or science of banking a huge 
of the Society in Economics jointly with Sir Josiah|monetary system, which, while still based on or 
Stamp. Upon the subject on which he was to talk | related to gold, has for its substance not gold money 
to them that night he had the very highest reputation, |(or subsidiary token coins), nor even paper notes 
and the large gathering they had that evening was | backed by defined proportions of gold, but bank debts 
a very good testimony both to Dr. Coates himself |or acknowledgments of debts—more familiar to us 


and to the subject with which he was going to deal. 
Following the lecture there would be a discussion, 
and they had on the platform several other dis- 
tinguished economists who would venture their 
observations on the subject of the lecture. 


Dr. Coates said: Mr. Chairman, Ladies and 
Gentlemen ; before I read this paper I should like to 
explain that when I prepared it I made no attempt 
to embark upon any new theories or to indulge in 
any of the controversial issues which the subject 
of money inevitably raises. I attempted to bring 
out the main lines of a new contribution to thought 
on this matter, which is contained in the two volumes 
of Mr. Keynes’ new book, * A Treatise on Money,” 
and to take some little part in disseminating his 
views among you in order that that might possibly 
contribute to a wider understanding of a very 
difficult question. I have, therefore, not written 
for the expert economists and thinkers on this 
subject with the view of adding anything new, 
_ and they at least, I hope, will forgive me if much 

of this lecture is ordinary knowledge. 


“If the present gold standard were to cease, it 
would put the trading of the world on a stable basis.” 
These words were spoken by Mr. H. W. Lee, President 
of the Manchester Chamber of Commerce, at the 
annual dinner of the Manchester Society of Chartered 
Accountants. They willserveasthetext forthisaddress. 


THe GoLp STANDARD AND MONEY. 

Briefly, the gold standard consists in the adoption 
as the monetary or currency unit of a fixed quantity 
of gold of a defined fineness, combined with an 
undertaking to convert any other form of the 
national currency, under defined conditions, into 
gold, either in its currency or bullion form or gold 
into currency. Different nations adopt different 
fixed quantities of gold for their unit, but when 
allowance is made for any difference in fineness these 


as bank deposits. Money as we know it to-day 
therefore falls into two broad categories, bank money 
and state money. State money may be gold coins, 
or commodity money, token coins and inconvertible 
notes, or fiat money, and managed money related to 
a standard. This is the classification adopted by 
Mr. Keynes in his new Treatise on Money. At present 
in this country State money is practically managed 
money related to a standard. 

Turning from the description of the kinds of money 
to the persons who own it, three main classes of 
owners may be distinguished, viz, the public, the 
ordinary or member banks, and the central bank 
of the system of which ordinary banks are members. 
Each of these three owners will hold money of each 
description. State money will be held by the central 
bank, by the member banks and by the public. 
The central bank will also hold bank money, because 
the member banks keep their reserves there. The 
member banks will also hold bank money, while 
the greater part of the money held by the public 
will be bank money. 

Money serves three purposes. It is a medium of 
exchange. As such it avoids the inconveniences 
of barter, and facilitates the rapid conversion of a 
productive act into the numerous forms in which 

one desires to satisfy consumption needs. But it is 

only a medium of exchange because it is a measure of 
value, and value, it will be recollected, signifies the 

ratio in which commodities or services will inter- 

change for one another. If a will interchange with c, 

then the value of a in terms of ¢ is ¢ divided by a. - 
To avoid the millions of ratios which would be neces- 

sary for the innumerable combinations of exchange 

of world products, the interpolation of a constant 

b of exchange is provided by money. Thus for c 


over a we substitute b over a, and accordingly when 
a represents 30 loaves and the money b is one pound 
or 240 pence, the value of a in terms of b is 240/30, 


various national units are linked to one another in the 


or 8d, 


While it is usual to say the monetary value, 
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or price, of a loaf is thus 8d., it is equally correct 
to say that the value of eight pence in terms of bread 
is one loaf. It will then readily be seen that, as time 
is a factor of production, it is essential that these 
ratios should remain stable, or in other words, the 
value of money should be as constant as the utility 
of bread. This provides the third quality of money, 
namely, a store of value. 


Time AND MONEY OBLIGATIONS. 

Few people realise the importance of time as an 
economic factor. While there may be a few 
transactions into which it does not enter, the great 
mass require time, either for their actual performance, 
or as a pre-requisite to their operation. The very 
expression of store of value connotes constancy of value 
over a period of time. All economic transactions 
involve exchange, and a majority are based upon 
anticipations of values to be given or received 
at a later moment of time. When, therefore, they 
are expressed in monetary values, it is essential, 
unless those anticipations are to be falsified in one 
direction or another, that there should be this 
constancy of value in the monetary sense. 


Men are to be found to-day who are so pessimistic 
of the economic position of this country that they 
will go so far as to advocate making it entirely self- 
contained, closing our ports to all imports and 
abandoning all exports, except so far as existing 
international obligations were concerned. Even with 
such a closed system the necessity for constancy 
in value of the monetary unit we employ would not 
be affected. Time would still be a factor of contracts, 
running from quite short periods of time to long 
terms of years. In the absence of that constancy, 
expectations would be defeated. To but a very few 
is money an end in itself. Its desirability lies in its 
power of conversion into consumable commodities 
and services. When the quantity of these 
consumable products expected at the end of a period 
of time does not accord with the quantity actually 
received, then the loss, when measured in terms of 
commodities in general, will normally be attributable 
to an alteration in the standard measure of value. 
Should the change be slow, so that the increment 
or decrement of value is small in relation to the 
increment of time, then the effect of time itself as a 
co-efficient of human memory may be sufficient to 
permit of such changes having little importance as 
a motivating power. But should the change be 
rapid, then human appreciation of the future, the 
power to visualise it and provide accordingly, will 
be intensely sharpened. And because these estimates 
of the future will be founded solely upon personal 
impressions they are likely to vary widely. When 
judgments differ in this manner, the power to agree, 
to contract for the future, will be weakened. If the 
process proceeds far enough, chaos follows. Germany 
during the post war period provides the necessary 
example. 

Stability of value of the monetary unit is of even 


more importance in the external or international 
field than it is in area of internal or domestic trade 


for a country like Great Britain, which has so organised 
its economic structure over the past century as to 
depend for the greater part of its well being upon 
foreign trade. International trade is conducted in 
terms of national currencies, but as each of those 
currencies is linked in the physical sense with gold, 
in reality international trade is conducted in the 
international currency of gold quantities. Even in 
the case of the silver using countries of the Far East, 
the fact that silver has a value in terms of gold 
relates the international trade of those countries to 
that of gold standard countries. Economically, there- 
fore, the whole world is tied into one system through 
the use of gold as the basis of money. 


While money based on gold thus serves as the 
medium of exchange for all transactions, domestic 
or foreign, it is still basically true that the real 
exchange is between commodities and services them- 
selves. The friction that would be engendered by 
actual exchange on this basis is avoided through the 
lubrication of international and domestic clearings 
in account, by means largely of bills of exchange and 
cheques. This leads directly to the question of what 
controls the volume of monetary instruments of all 
kinds. 

Has Gotp Money FatLep ? 

Money has a job of work to do. Its function is 
to facilitate, with a minimum of loss or friction, the 
diffusion of the products of world activity among 
the peoples of the world, in such a manner that there 
is a minimum of waste production and a maximum 
of satisfaction derived through consumption of these 
products, together with a maximum equality of 
relative reward in proportion to the quality and 
efficiency of the efforts involved in production. 
If money is failing satisfactorily to perform that 
function, it must stand in the dock, and as gold is 
the basis of money it is gold which has to answer 
the challenge of failure. There is little need to quote 
statistics showing how the price level has fallen in 
this country since 1924, or how that fall has been 
accelerated during the past eighteen months, or to 
tell you that, as you would expect, this has not been 
a domestic but a world phenomenon. Nor is there 
any point in explaining at length how disastrous the 
effect of this fall in prices has been upon production, 
not only in Great Britain, but in Germany, the United 
States, Japan, and almost every other industrial 
country, with the sole exception of France. The 
evidence to the effect that gold money has failed to 
perform its function appears to be overwhelming. 

If we strip away the cloak of money from exchange 
transactions it is clear that if two commodities, 
exchanging for one another in normal conditions 
upon a basis of equality, undergo such changes in 
their relative scarcity or abundance that one is 
much more plentiful than the other, then the value 
of the more abundant commodity will fall in terms 
of the more scarce. In other words, more of 
the one will have to be given in exchange for the 
other. What remains in equilibrium is ultimately 
and basically the aggregate efforts necessary for 
production. When money is introduced as the 
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medium through which all exchange is conducted, 
money becomes a commodity itself, with a value of its 
own, in terms of other commodities. As explained, 
not only is the loaf worth 8d., but 8d. is worth a loaf. 
It follows also that if this commodity of money is 
growing scarcer in relation to the abundance of other 
commodities, then an increasing quantity of those 
other commodities will have to be given in exchange 
for the same quantity of the money commodity. 
But as we reckon in terms of money, not in terms of 
loaves, we keep the quantity of general commodities 
constant and vary the quantity of money. So that 
in such circumstances, prices fall. In this way we 
are led to the conclusion that the quantity of money 
has been growing scarcer, relatively to the volume 
of transactions in other commodities, during the past 
few years. This is borne out by the statistics of 
productivity published by the League of Nations. 
Why, then, has not the volume of money been in- 
creased in such a ratio as to avoid the price fall, 
with all its attendant evils of diminishing production, 
distortion of contractual relationships over periods of 
time, unemployment and the political troubles which 
invariably follow in the wake of economic revolution ? 


Mr. KEYNES’s ANALYSIS OF THE MONEY ACCOUNTS. 

In his new book, a Treatise on Money, Mr. Keynes 
has explored this question in greater detail, and with 
a more brilliant and penetrating analysis, than has 
been previously accomplished by any writer on 
monetary theory. His argument as presented is 
extremely complex, and to try to summarize here 
the central theme is to run the danger of bewilder- 
ment and confusion. The task, however, must be 
attempted; and comprehension may be facilitated 
by using the mechanism of accounts.* 


Mr. Keynes first envisages the matter from the 
production standpoint. He does so in a closed 
national system, because it is easy afterwards to 
extend the argument to an international system. 
Imagine, therefore, a production account. On the 
credit side we shall put the receipts and on the debit 
the outgoings. The producer manufactures two classes 
of goods, those destined for immediate consumption, 
and those destined for consumption over a long period 
of time, as investment goods used for the production 
of further wealth. His costs of production, regarded 
as in a closed system, with no imports, represent the 
cost of labour and of capital. Per selected unit of 
output, these costs may be taken as the same, whether 
directed to the production of consumption goods or 
investment goods. The account will be balanced 
by profit, that on consumption goods and that on 
investment goods. 

At this point, ideas have to be adjusted a little. 
Mr. Keynes includes in the cost of production, not 
only the ordinary costs as accountancy understands 
them, but also the normal remuneration of the 
entrepreneur, and the normal interest or return on 
capital, including remuneration for risk. Profit 
thus becomes a residual, consisting if positive 
of an excess return over these normal remunerations, 


and if negative of a deduction therefrom. As such, 
profit is akin to Marshall’s conjuncture rent. 


In the production account, therefore, we have in 
credit the money receipts or turnover from consump- 
tion goods, followed by the money receipts from 
investment goods. In debit, there are costs of con- 
sumption goods, profit on consumption goods, costs 
of investment goods, and profit on investment goods. 

With a picture of that account in mind, turn to 
a consumption account, of those who have contributed 
to the production. In credit, there will be all the 
costs of production, because they are paid out to the 
producers, and also for the same reason, their profits. 
In debit, there will be the expenditure upon con- 
sumption goods, leaving a balance representing the 
savings made by the community. It is a character- 
istic of this account that, whereas the receipts come 
from producing both consumption and investment 
goods, in some particular proportion, the expenditure 
that flows out on consumption goods and the volume 
of savings are not necessarily related in the same 
proportion. Mr. Keynes makes the point that the 
proportion in which investment goods and consump- 
tion goods are made is determined by those in charge 
of production, whereas the decision as to the division 
of the income arising from such production, between 
consumption expenditure and savings, is determined 
by quite a different set of people. There is thus no 
reason, other than chance, why they should ever 
coincide. 

SAVINGS AND INVESTMENTS. 

But the total amount of money paid out, in costs 
and profits, must be equal to the total income received 
for spending or saving. The debit total of the 
production account must be equal to the credit total 
of the consumption account. In the same way, the 
credit item in the production account in respect of the 
consumption of goods must be equal to the debit side 
of the consumption account in respect of expenditure 
upon consumption goods, because they represent 
the two sides of the same act. It would appear to 
follow that the remaining item in the consumption 
account, that is the moneys kept back from con- 
sumption expenditure, namely, savings, must balance 
with the remaining credit item in the production 
account, namely, the receipts from the sale of invest- 
ment goods. This would be so if two conditions were 
satisfied. In the first place, there would need to be 
concurrent conditions as regards the receipt of moneys 
from the sale of goods in the production account, and 
the expenditure of those moneys in the consumption 
account. This naturally does not happen. The con- 
ditions tend rather to be consecutive. Expenditure 
through the consumption account is applied to con- 
sumption goods which have previously passed through 
the production account. The second condition, which 
is much more important, is that the respective decisions 
as to (a) the proportions in which productive effort 
is applied respectively to consumption goods and 
investment goods, and as to (b) the proportions in 
which the costs of production, when spent, are 
devoted to consumption and savings, are taken by 


* See Addendum, page 276. 
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by the same motives. In fact, this is not so. As 
Mr. Keynes says, the first decision depends largely 
upon anticipations of profits, which direct the springs 
of enterprise. Those in charge of industry take this 
decision. The second decision is taken by the 
receivers of income, which category includes, it is 
true, the directing classes of industrial owners so 
far as company reserves are concerned. When 
determining how much of his income shall be saved 
in any year, any man, representing the receivers of 
income, is moved by personal considerations, rather 
than by a conscious consideration of the development 
of industrial activity as a whole. 


It follows that there will be constant disharmony 
between the amount of moneys available through 
savings for expenditure upon investment goods, and 
the amount of moneys actually devoted by industry 
to the production or purchase of investment goods. 
By symbolising the various items in these relations, 
Mr. Keynes has worked out his two fundamental 
equations for the price level of consumption 
goods and the price level for goods—whether 
consumption or investment—as a whole. 


PROFITS AND THE PRICE LEVELS. 

These equations show that the price level of con- 
sumption goods will be determined by the averaged 
general cost of production, plus the difference 
between the cost of production of investment goods 
and savings, divided by the output of consumption 
goods. For the general price level, the first factor 
is the same, while the second differs because the 
dividend will be the difference between the value of 
investment goods and savings, and the divisor to be 
employed will be output of all goods. It follows 
from these two equations that the price level of 
investment goods will again consist of two parts, 
the first the averaged general cost of production, and 
the second the difference between savings and the 
cost of production goods, divided by the output 
of investment goods. 

In order that the respective price levels of 
(1) consumption goods, (2) investment goods, and 
(8) all goods of both classes as a whole may become 
identical, the second part of the equations must 
disappear. Mr. Keynes shows that this can only 
occur when profits, as he defines them, are nil. 


Mr. Keynes thus comes to his conclusion that the 
amount of profits as he defines them, that is as 
exceptional rewards over and above the normal 
expectation of remuneration of capital and its 
attendant risks, is equal to the difference between 
the amount invested and the amount saved. When 
profits are positive, there is profit inflation; when 
they are negative, profit deflation. Profit inflation 
offers an inducement to extend the operations of 
industry, to bid up the costs of production, thus 
raising the price level. Profit deflation, on the other 
hand, that is when savings are exceeding investment, 
produces the opposite effect, namely, a falling price 
level. Producers will not be willing, because they 
are making less than their normal remuneration, 


amount paid out in costs of production falls, with 
a consequential effect upon the price level of 
consumption goods. 

Equivalence between the rate of saving and the 
value of new investment depends upon the rate of 
interest. That rate is dependent upon the amount 
of credit created by the banks, in the exercise of 
their function of lenders to industry, or the medium 
through which the savings of the community are 
converted into investments. Mr. Keynes calls that 
rate of interest which will make profits as he defines 
them non-existent, because the rate of new invest- 
ment is in equilibrium with the rate of savings, the 
natural rate of interest. When the market rate of 
interest is above that natural rate, accumulating 
savings will not be fully employed, because it does 
not pay industry to use them in new investment. 
The tempo of production then falls, less money is 
available for consumption, a lower demand for goods. 
and services leads to lower prices, and so the price 
level falls. 


THE VOLUME OF BANK MONEY. 

Now the market rate of interest is dependent upon 
the volume of loans available, since it represents the 
supply price of loan capital. And the volume of 
loans is again dependent upon the bankers’ reserves, 
that is, the reserves of the member banks. After 
examining the figures here and in the United States, 
Mr. Keynes says that they show that the aggregate 
of bank deposits is a multiple, as nearly as possible 
constant, of these reserves. These reserves are 
dependent upon the volume of the total assets 
of the Central Bank, and those assets will normally 
vary only through open market operations, /.¢., 
buying or selling securities, and receipts of gold. 
Before the war, British open market operations were 
rare, and then gold was the only means of varying 
the total quantity of bank money available. To-day, 
open market operations are practised here and 
abroad much more frequently, with the exception of 
France, where the Bank is by law precluded from 
using this means of control of the money market. 
It follows that in this country the Bank of England 
is in supreme control of the volume of money, 
inasmuch as any receipt of gold can be neutralised by 
selling securities, so that the volume of the member 
banks’ reserves can be kept at such point as the 
Bank of England wishes. In this sense our monetary 
system is a managed one. 

The question then arises whether the Central Bank is 
able so to increase the volume of its assets as to permit 
the total quantity of bank money to expand as it wishes. 
Variations in the quantity of gold held depend upon 
the supply available and the world competition for it. 
The power of the Bank to carry out open market 
operations is limited here, and in most gold standard 
countries, by the laws under which they operate. 
An expansion of bank money leads fairly quickly 
to an expansion of currency in the hands of the public, 
in the form of notes, which alters the relation between 
the cash reserves of the member banks and their 


to continue production at such a high level; the 


deposit liabilities. It also rapidly affects the rela- 
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tion between the reserve of the Central Bank and its 
liabilities. In the case of every Central Bank the 
laws under which it operates compel it to observe 
certain limits to an expansion of this relation, 
so that should an expansion of currency demands 
threaten this limitation, the Central Bank is com- 
pelled to take steps to preserve its position. In this 
way, Central Banks cannot, without a breach of the 
law, permit the total quantity of bank money to 
expand beyond certain limits. 

Again, if the Bank of England expands bank 
moneys by open market purchases of securities 
beyond safe limits, so that the currency in cicculation 
increases, then prices and costs will tend to rise. 
Export goods will be too dear, the exchange will fall, 
and gold exports will ensue. This endangers the 
bank reserves in a similar manner. The remedy is 
a restriction of the currency by open market sales 
of securities, combined with an increase in the bank 
rate, or in other words deflationary action. 


INTERNATIONAL CO-OPERATION. 

It will be observed that so far as losses of gold are 
concerned, this depends upon the relative prices of 
export goods in the various national markets. Only 
if British goods become too dear relatively will gold 
be taken. So that if it should happen that other 
national Central Banks are pursuing a like policy of 
expansion of bank money, with a like effect upon 
the price of other export goods, then no gold losses 
would arise. Disturbances, therefore, tend to occur 
when the various national Central Banks are not 
keeping step. That is what the international gold 
standard system really does. It keeps the world in 
monetary line. No one Central Bank can afford 
to expand its credit beyond the general limit, because 
if it does it will lose gold to the others. 


This is the real case for the co-operation of Central 
Banks, advocated nearly nine years ago by the 
Genoa Conference, and still not an accomplished fact. 
During the period, however, the realisation of its 
necessity has grown, and there is every hope, and 
indeed evidence, that the new Bank of International 
Settlements will rapidly promote a wide under- 
standing of the problem and facilitate such better 
relations between the various national banks as to 
diminish materially the present friction in the 
economic system which arises from this cause. 


As regards the internal situation, Mr. Keynes and 
other monetary students all agree that there is little 
reason to relate the volume of gold reserves to the 
volume of the internal currency, and that the sooner 
Central Bank statutes are amended to remove that 
limitation the better. 


Mr. Keynes would also abolish the statutory 
restrictions at present imposed upon some Central 
Banks as to the ratio between their gold and their 
deposits, and leave all these banks free to determine 
their own gold requirements. No limit can be 
observed unless a margin of safety is also retained, 
with the consequence that all Central Banks keep 
reserves well above the statutory line. These excess 


reserves amount, for the principal countries, to very 


large sums, so that there is a huge sum in gold not 
being utilised. In this sense there is at present no 
searcity of gold, and all the current conceptions that 
the world depression is due to such a scarcity are 
unfounded. 


If the full co-operation of all the Central Banks be 
imagined, so that they acted as one, and if they were 
free from all statutory restrictions as to their gold 
reserves, then the volume of bank money would be 
determined by the ratio reserves which they set 
themselves. If it be further assumed that they 
varied this ratio with the expansion of productivity 
and the growth of population, the question arises, 
would the price level remain stable? Mr. Keynes 
says no, because the second factor in his fundamental 
equations, namely the relation between the volume 
of new investment and the volume of new savings, 
would still remain unaffected, unless the Central 
Banks through the movement of their ratio, and its 
consequential effect upon the volume of bank money, 
deliberately endeavoured to correct any tendency 
to disequilibrium between these two factors. 


THE PRESENT DEPRESSION. 

How far is the present depression related to 
this disequilibrium? It has been characterised 
by a surplus production of a number of primary 
commodities, e.g., wheat, sugar, coffee, rubber, tin, 
copper, oil, &c., many of which are clearly largely 
in the nature of consumption goods. Now different 
commodities have different elasticities of demand. 
For some a small decrease in price will expand 
demand on a large scale, so that a surplus is quickly 
removed from the market. For others the elasticity 
of demand is so low that even a very large fall in 
price will be insufficient to shift large stocks. Broadly 
speaking, the demand for the bulk of consumption 
goods is not very elastic, so that a large increase in 
supply leads to a considerable fall in price. It follows 
that there has been a large decrease in the receipts 
from consumption goods in the production account 
already referred to. The volume has increased but 
the price has fallen more than proportionately. In 
the agricultural world, internal costs, representing 
the maintenance of the agricultural producer himself, 
have fallen, but external costs did not fall in the same 
proportion. This fall in costs represented less money 
for expenditure in the consumption account, with 
a consequential fall in the demand for manufactured 
goods, and less receipts from that source in the 
production account. Costs in that account for 
manufactured goods have been falling in recent 
years through technical improvements, rationalisation 
and like causes, but so far as they consist of wages the 
movement has not been significant. An important. 
difference between manufacture and agriculture lies 
in the fact that manufacture rests upon an employ- 
ment basis, while agriculture is still widely dependent 
upon an owner producer system. Costs in the one 
field of production are much more elastic than in the 
other. 


In agricultural countries therefore the credit side of 
the consumption account has fallen; the expenditure 
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out of that account has also fallen, so that the 
turnover in the production account has similarly 
decreased. In industrial countries, payments out 
of the production account have been more stable, 
representing stable costs, so that the receipts into 
and consumption expenditure out of the consumption 
account, have been similarly stable. At the same 
time, receipts into the production account from the 
sale of manufactured goods have fallen, especially 
so far as those manufactured products have been 
offered for sale in agricultural countries. The net 
effect of these movements has been the emergence 
of minus profits, in the sense in which Mr. Keynes 
defines that word, that is, the normal reward of 
enterprise, its normal cost in the production account, 
has been reduced. In such circumstances, there has 
been naturally a disinclination on the part of those 
in control of industry to embark upon new capital 
developments. Not seeing the possibility of profit 
from new investment, expenditure upon investment 
goods has decreased. At the same time in the 
consumption account, there has been no tendency 
towards allocating a larger part of the receipts 
available to consumption. Rather the reverse, the 
allocation to savings has tended to increase, on 
grounds. of prudence. The desirable equilibrium 
between new investment, arising from enterprise, 
and new savings, arising from thrift, has been dis- 
turbed to its disadvantage. In Mr. Keynes’ formula, 
the second element of his equation has become 
negative, because savings are in excess of investment, 
so that the tendency of the price level is continually 
downwards. So long as this is so, the depression 
will continue. 

In our own case the depression of industry at 
home has added in some ways to the attraction of 
investment abroad, so that the pressure for raising 


foreign loans here has not diminished materially.) 


The pound sterling has thus been standing below 
Mint parity in relation to a number of foreign 
currencies. This has resulted in a drain upon the 
gold reserves, which may be counteracted for a time 
by open market operations, but in the long run must 
lead to corrective influences through the bank rate. 
Theoretically, if the pound is cheap, exports will be 
stimulated, but in practice this will not occur if the 
price of our export goods is in excess of the price 
of foreign competitive export goods by more than 
the advantage offered through the depreciation in 
exchange of the pound. 

High British export prices are thus leading to a 
diminution of Britain’s balance upon her foreign 
trading account, while the tendency toward foreign 
lending continues. In the case of France and the 
United States there is an absence of a willingness 
to invest, abroad, although the state of their gold 
reserves is such as to permit of a big expansion 
of foreign lending. Both countries are creditor 
countries on a large scale in respect of reparations, 
while both are also adversely inclined to the receipt 
of such credits in the form of goods. In consequence, 
both continue to add to their gold reserves, so that 
the basis of expansion of bank money is narrowed 


for the rest of the world, and also partly, by reason 
of their banking technique, for those countries also. 


An INTERNATIONAL STANDARD ESSENTIAL. 

In the light of all these considerations will 
Mr. Lee’s statement hold good? In the absence of 
a gold standard, an international system must have 
some other standard. The principle of the division 
of labour, or of function, holds good internationally 
as well as nationally. Without a standard of some 
kind, it would not be possible for contractual relations 
between different countries or their nationals to be 
entered into over long periods of time. Without 
certainty of result, bargains are impossible. There 
can be no certainty of result unless transactions can 
be measured by some stable standard. No man will 
lend the results of so much effort unless he has a 
reasonable certainty of receiving back in due course 
the results of a similar volume of effort. If, therefore, 
the gold standard was abandoned, it would be essential 
to have in its place some other international standard 
which would promise at least as much stability. 


Gold could be replaced only by other assets of value, 
liquid in their nature, such as short dated securities. 
As their supply is not limited the control of the price 
level would depend upon the volume of such assets 
held by the Central Banks, and in the absence of 
control upon this volume it is clear that the way 
would be open to vast inflationary movements. Only 
by the restraint of the Central Banks could this be © 
avoided. And it must be a uniform restraint, if 
international obligations are still to be created and 
honoured. So the argument leads back again to 
the necessity of the co-operation of Central Banks, 
either through voluntary agreement between them, 
or by voluntary adherence to an international system 
headed by an international bank, such as the Bank 
of International Settlements. 


Even with such a system, however, the problem 
of dealing with the disequilibrium of supplies 
of various commodities, with differing degrees of 
elasticity of demand would remain. Under such a 
system, the international bank would no doubt 
attempt to keep the price level of primary com- 
modities upon a stable basis. It is, however, difficult 
to see how it would combat the excess investment of 
capital and labour in the production of some particular 
commodity, such as sugar, which was grown or made 
in a number of different countries. No international 
system could cope with a disastrous fall in the price 
if supply rose enormously beyond world demand. 
The answer is perhaps to be found in a correlative 
duty that would devolve upon the banking system, 
namely so to act in its distribution of credit as to 
discourage if not prevent the investment of capital 
in any one industry beyond the proportionate needs 
of the world for that commodity. 

There is little doubt that while the joint stock 
system and the banking organisation have proved 
to be marvellous instruments for the aggregation 
and distribution of capital, those in control have not 
regarded themselves in any wide sense as responsible 


for fitting the allocation of that capital to the 
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precise needs of the world. It is perhaps too difficult 
a task. For its successful accomplishment there 
would be needed in the first place a comprehensive 
and scientific system of world statistics of production, 
stocks and consumption, and, more difficult still, a 
degree of international co-operation and trust, such 
as the world has not yet seen. As Marshall said, 
the greater the degree of division of function, the 
more intimate must be the relations between the 
several parts of the organisation. In many respects, 
the gold standard has provided that intimate relation 
between the nations, and facilitated their trade 
accordingly. To abandon it would probably lead 
us deeper into the morass of international distrust. 
To improve it must be our aim. If success is to be 
achieved, a wider public interest must be taken 
in monetary science. Knowledge begets under- 
standing, and understanding leads to right decisions, 
by which alone progress may be made. 


Discussion. 


The CHarrRMAN said that, before proceeding with the 
discussion, he would ask Mr. Edwards to read a letter 
which he had received from Sir Josiah Stamp. 


Mr. E. E. Epwarps then read the following letter :— 
; “24th February, 1931. 

** Dear Sir,—I am sorry that, owing to an important 
engagement I cannot come to the meeting this evening 
to hear Dr. Coates. I am very disappointed in this 
inasmuch as since reading the paper I find that Dr. Coates 
has made the first public examination of a worthy kind 
of Mr. Keynes’ new book on ‘ Monetary Theory.’ He 
has done it so well and with such a fresh viewpoint of 
his own that his treatment will redound to the credit of 
both, and as first expositor he is worthy of Mr. Keynes 
and the subject. I believe that this treatment and the 
analysis of it as pursued by Dr. Coates represents the 
beginning of a great intellectual movement which will 
some day, and I hope not too late, rescue us from the 
terrible catastrophe for which we are heading. It is 
only by a thorough grasp of the principles underlying 
the distribution of productive funds between investment 
and non-investment uses by the banki.g machine and 
the definite shaping of policy in the light of new know- 
ledge that we can manage the colossal machine that is 
so fast getting out of hand. But the subject calls for 
concentration of mental effort and a sustained endeavour 
which most people to-day are very reluctant to give. 

“IT hope that your distinguished audience will com- 
prise many who are determined, with this path-breaking 
lead that has been given, to do their share. 

“Yours faithfully, 


(Sgd.) J. C. Sramp.” 


Mr. H. D. HeNpeErRson, Assistant Secretary to the 
Economic Advisory Council to the Government, said 
that Dr. Coates had discharged with very great ability 
such an extraordinarily difficult task that he was ashamed 
to feel inadequate to the more modest task of making 
some comments upon his address. The scope of Dr. 
Coates’ paper was really colossal. What he had done 
in effect was to expound the whole substance of text 
books and treatises on money, ancient and modern ; 
and, in addition, as Sir Josiah Stamp had pointed out 
in his letter, he had broken a great many new paths of 
his own. 

Dr. Coates had first gone over the ground of the 
fundamental functions of money, he had explained 
certain new contributions to theory advanced by Mr. 
Keynes, he had fitted them into a general synthesis and 
had then gone on to make various practical comments 


on the existing trade situation, and the part played by 
the monetary influences he had been discussing in that. 
Well, that task was such a tremendous one that he 
thought everyone would agree that Dr. Coates had 
discharged it in an extraordinarily succinct manner. 
What he had been trying to get across in one com- 
paratively short paper was so complex and so large that 
he (Mr. Henderson) would not like to be too sure how 
much of it he had succeeded in really getting across. 
But he was sure that, while it might be very difficult 
to take everything in as Dr. Coates read his paper, the 
address was one which would repay the most careful 
study afterwards. 


His chief complaint against Dr. Coates’ address was 
that it was, as he himself had said, of a non-controversial 
character, and that was not a very hopeful quality for 
anyone who had to lead a discussion upon it. Not only 
was it essentially of a non-controversial character, but 
when the Lecturer made statements which might possibly 
be the subject of controversy, he (Mr. Henderson) 
happened to agree with most of the statements that 
he made. He agreed with his practical conclusions, 
that the wisest policy was to make the best of working 
the gold standard, to try to work it in a more satisfactory 
way than it had been worked hitherto, that that was a 
task which called for international co-operation, not 
one which any single country could solve alone; and, 
furthermore, that that task of international co-operation 
was an extraordinarily difficult one. 


In that connection might he just say in passing 
that he noticed Dr. Coates mentioned a great many 
difficulties which he thought would stand in the way of 
substituting any new standard, based on some system 
of index numbers, for the gold standard as we had it 
now. He pointed out that there were all sorts of dis- 
quilibria in the relative supply of different commodities 
that would make it extremely difficult for the central 
banks as a whole so to regulate the monetary system as 
to keep trade and prices steady. But, of course, all 
those difficulties applied equally to the attempt to work 
the gold standard by international co-operation so as 
to keep trade and prices steady. The fact that they 
were on gold did not get over a single one of them ; 
gold only gave them a safeguard against dangers of 
another kind. In trying by international co-operation 
to make the gold standard work as Dr. Coates would 
like to see it work, they would be confronted by all 
the difficulties which he mentioned at the end of his paper. 


He was not quite sure how far Dr. Coates meant to 
attribute a direct relationship of cause and effect to 
certain movements which, as he quite rightly showed, 
went together. After arguing, for example, that the 
price level was determined by various factors, among 
them the volume of money, he seemed to maintain that 
the fact that prices had been falling very much in recent 
years was attributable to a decline in the quantity of 
money, implying that the chain of cause and effect was 
that the contraction of money caused a fall in prices. 


Now there was no doubt at all that a fall in the price 
level and a contraction in the volume of bank money 
throughout the world would tend to go together, but 
the relationship of cause and effect was a complex matter. 
What, in Dr. Coates’ opinion, was the exact part played 
in the present world depression by influences of a monetary 
character? Were those influences operating row ? 
Prices had been falling for a considerable time past, but 
he would take the last six months. Did Dr. Coates 
suggest that prices would have fallen any less in that 
period if all the central banks of the world had been 
joining together to try and enlarge the volume of bank 
money by increasing their securities and offering credit. 
more freely—to the utmost extent that could be imagined ? 
His (Mr. Henderson’s) view, for what it was worth, was 
broadly the contrary of that. It seemed to him quite 
certain that once they were in the full tide of a trade 
depression, when they had all sorts of mal-adjustments 


established, all sorts of vicious circles wound up, then, 
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for the time being, monetary influences ceased to operate 
as an active factor, and the changes in the volume of 
bank-money became temporarily the effect rather than 
the cause of the movements of prices. Once there was 
a tendency set in motion towards rapidly-falling prices, 
they got repercussions from one part of the economic 
system on to other parts, which could not be brought to 
a speedy check. For example, the depression of one 
industry reacted on another. If shipping freights fell 
to the level of about 20 per cent. below what they were 
pre-war and a great deal of idle tonnage was laid up, 
it was inevitable that before very long shipbuilding 
would become depressed. 


Moreover, as prices fell, nobody wanted to lay in 
stock, and, therefore, the mere fact that prices were 
falling gave an impetus to them to fall still further. 
Vicious circles were wound up and had to work them- 
selves out until certain corrective forces were brought 
into play. At the present moment, therefore, he did 
not believe that money had much power. Monetary 
influences were important in connection with the origin 
of the depression on the one hand, and when they were 
beginning to get recovery on the other hand. But there 
the question arose—What part exactly did Dr. Coates 
think monetary influences played in starting this depression 
off? That it played an important part was his (Mr. 
Henderson’s) opinion; he did not question that for 
one moment. But would it be true to say that if there 
had been a perfect banking system, perfect co-operation 
between the central banks of the world for some years 
past, that they would have had no world depression 
just now? He did not think that would be true, because 
there were all the other factors Dr. Coates mentioned 
in his concluding remarks when he was dealing with 
the danger of having a new artificial standard. 


He thought they were bound to have a very definite 
world depression merely as a result of influences on the 
commodity side. Different monetary conditions might 
have caused a long-period tendency towards rising prices 
instead of falling prices, which might have meant that 
the depression would have been delayed, and might have 
been less severe. He was quite clear that monetary 
influences exercised a dominant influence on the course of 
prices in the long run—that if they had more abundant 
supplies of money it would mean that during years of 
good trade prices would rise more, and during periods of 
bad trade they would fall less than would be the case if 
money were less abundant. But he thought it was very 
difficult to say—and he did not think Dr. Coates intended 
to say—that it was within the power of even the best 
contrived monetary mechanism to rule out the ups and 
downs of trade altogether. A couple of years ago a 
great many people would have said—and he was one of 
them—that the remarkable steadiness of the world 
price level over a space of four or five years, right up 
to 1929, and the general steadiness of world trade con- 
ditions was a testimony to the power of a conscious 
direction of the monetary system to rule out the ups and 
downs of trade that we had known before the war. It 
was now seen that we were only on the eve of what was 
easily the most severe depression in modern world history, 
and that at once suggested that the task of central bank 
co-operation to keep trade and prices on an even keel 
was an exceedingly difficult one. The experience of the 
present slump suggested that the project of improving 
the working of the monetary system by concerted inter- 
national action was much more difficult than it had 
seemed reasonable to hope a few years ago. 


Mr. O. M. W. Spracue, who was Professor of Banking 
and Finance at Harvard University from 1909 to 1930, 
and is now Economic Adviser to the Governors of the 
Bank of England, said he wished to associate himself 
with Sir Josiah Stamp and Mr. Henderson in con- 
gratulating Dr. Coates on the admirable exposition he 
had given of Mr. Keynes’ very difficult book. He wished, 
however, that when Dr. Coates came to publish his paper, 
at a certain point he would say : ** Here Keynes ends and 
at this point I begin.” Because it was very difficult 


for anyone who was not quite familiar with Mr. Keynes” 
treatise to realise the very considerable qualifications 
or additional material and points of view presented in 
the paper itself, and it was with those additional points 
of view that he found himself particularly in sympathy, 
for he found it very difficult to make realistic practical 
applications of Mr. Keynes’ analysis of the consumer and 
the investor and the particular definition of profits, &c., 
of which Mr. Keynes made such extensive use. 
He was impressed with the point that there were 
many varieties of investment goods and many varieties 
of consumers’ goods, and that some goods might be either 
one or the other, or be shifted from one type to the 
other in the course of processes of production. He 
was also impressed with the variations in the degree of 
risk to which investment was subject. So that he found 
it difficult to accept the view that there was anything 
like a normal return for risk in this changing world. 
When Dr. Coates came to his own contribution he 
called attention, among other things, to the very decided 
differences there were among commodities as between 
those for which the demand was elastic and those for 
which the’ demand was inelastic. We were in a period 
in which the application of the arts to industry was 
going forward as it had never done before. Efficiency 
in production, ability to increase output, was going for- 
ward as, he believed, it had never done in the past, and 
that involved a constant readjustment of the proportions 
of labour and capital employed for different uses. Other- 
wise they got into a jamb; they got excessive production 
of things for which there was not an elastic demand. 
This was, he thought, one of the causes of difficulty at 
the present time—that we needed to be more flexible. 
He thought that, on the whole, we were tending to 
become more rigid in our handling of economic forces. 


Again, the moderate expectations which Dr. Coates. 
entertained from the banking system, and, in particular, 
from the central banks, maturally appealed to him. 
Anyone connected with a bank of issue was rather dis- 
turbed at times on hearing addresses or reading papers 
which seemed to imply that the central bankers could, 
if they only had a little more common sense and courage, 
make this world a sort of earthly paradise. Unhappily, 
those who had more or less responsibility for the policies 
of banks of issue did not feel that way. They were 
constantly impressed with the sort of difficulties that 
Dr. Coates mentioned and some others. One of them, 
which he thought was implicit in the paper, was that 
they could not have a constant continuing increase in 
the volume of credit unless there was an available supply 
of additional good loans and good investments. 


When the industrial world was in the situation it was 
at the present time, it was clear that there was not a 
large volume of good additional loans and good additional 
investments. Good loans and good investments were 
not made simply by reducing the rate of interest to 
that: level which Mr. Keynes styled the natural rate. 
There were some uses for investment funds that became 
promising if the capital could be secured for, say, 3 per 
cent. rather than 5 per cent., but there were not very 
many undertakings of that sort available in any short 
period of time. 

He found himself a little disposed to dissent from what 
he understood was the tenor of the latter part of Mr. 
Henderson’s comments upon the powers of the banks 
of issue, or of banks in general, to control or influence 
and moderate cyclical changes in conditions. He believed 
it was possible, through banking agencies, to introduce 
influences which would, in the future, greatly moderate 
cyclical fluctuations. But this power, he believed, must 
be exercised almost entirely in a period of business 
activity. Very little could be done by banks of issue 
of their own volition in a period like the present. They 
might remove obstacles, but that they could do positively 
very much immediately to extricate the world from the 
present position he doubted. 

But in a period of fairly active business he believed 
that the banks could do a great deal—in part the banks. 
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of issue and in part the other banks. The banks of issue 
could influence the cost and quantity of credit, but they 
could not influence very much the distribution of credit. 
That was the function of the commercial banks and of 
investment houses. Now it should be one of the functions 
of the commercial banks and the investment houses in 
their own interests to endeavour, so far as might be, to 
check the over-development of particular industries. 
The natural tendency of any industry that is at the 
moment prosperous, in which the profits are , is to 
put a considerable part of those profits back into the 
industry, which is doubtless wise, at least up to a point, 
and, in addition, to secure further capital in order to 
expand the facilities for production. Capital is commonly 
secured with ease when profits are large, but he submitted 
that it is precisely in such circumstances that an industry 
is in the greatest danger of over-development. 


This was a matter which could be in a very considerable 
measure controlled by the commercial banks and by the 
investment houses. Among the points which they 
should earnestly consider in extending credit, or arranging 
for an issue of securities, one of very great importance 
was this: “Is this industry tending to develop too 
fast ? Is it producing a commodity for which there is 
quite clearly an elastic demand in the event of its output 
being put on the market at lower prices? Is there not 
a danger that the industry is being over-developed ? ” 
That, he believed to be the proper function of the com- 
mercial bank in a period of business activity, in so far 
as the duty and responsibility rested upon the com- 
mercial bank to endeavour to restrain the over-develop- 
ment which resulted inevitably in crises and depression. 
Then, too, the central banks at such times were in a 
position effectively to exercise restraint. After a period 
of business activity was even fairly moderately well 
under way, further expansion was pretty certain to 
require resort in one way or other to the banks of issue 
for additional credit to stpport expanding credit on 
behalf of the commercial banks. It was perfectly 
possible at such times for the banks to exert their strength. 
The danger was, as in the United States in 1928, that 
general business sentiment would be to the effect that 
an upward movement of discount rates would largely 
dampen business sentiment and work against business 
prosperity and that sort of thing. 

Unless the business community was prepared to support 
the banks of issue in a period of activity in the exercise 
of a restraining influence on their part, it was, perhaps, 
too much to expect that such restraint would be 
exercised by the banks of issue, although he believed 
that recent experience had been such as to warrant 
one in the expectation that in the next period of decided 
business activity more restraining methods would be 
adopted by the central banks. If such policies were 
in conjunction with a somewhat more intelligent dis- 
tribution of credit on the part of lending agencies, he 
believed it was possible that, though we might not be 
entirely immune from depression in the future, we might 
escape one of such a serious character as that with which 
we were now struggling. 

Mr. Hosson, Editor-in-Chief of The Financial News 
and formerly Financial Editor of The Manchester 
Guardian, invited by the Chairman to address the 
meeting, said that there was really nothing he could 
add to the very excellent speeches that Professor Sprague 
and Mr. Henderson had contributed. Unfortunately, 
he only came into the room in the middle of Dr. Coates’ 
lecture, so that he was even less able than he would 
otherwise have been to grapple with the intricacies of 
his and Mr. Keynes’ argument. However, there was 
one passage which came right at the end which par- 
ticularly impressed him, and that was the passage upon 
which Professor Sprague had just been speaking, namely, 
the distribution of credit. 

It was to this question of distribution of credit that a 
very great deal of the attention and study of the central 
banks ought to be devoted in the coming years. It 
seemed to him that one could almost in detail trace the 


present depression to specific instances of mal-distribution 
of credit. It could not be said that it was either the 
central banks or the commercial banks that were entirely 
or even mainly responsible for those instances of mal- 
distribution of credit. He was speaking particularly 
of the very considerable number of cases in which the 
ape of primary products had been maintained artificially 

y restriction of output or support of the markets by 
** pools *’ and the like. 
a dozen leading commodities—probably more, but he 
could think of half a dozen straight off. They had had 
it in wheat. They had had it in the various “ pools ” 
holding wheat off the market. They had had it 
notoriously in the case of rubber; the present pathetic 
state of the rubber market could be clearly traced to 
the Stevenson scheme and the ing up of the price 
to absolutely indefensible heights. They had had it 
in coffee, where it had been going on for years; they 
had had it in copper and tin, and they had had it, rather 
more successfully so far, in the case of oil. 

It seemed to him, if one took even those extremely 
important commodities and looked at them individually 
and asked what economic crimes had been committed 
in respect of each of them—it seemed to him that they 
could go a good long way to trace the real causes of the 
present depression. He did not believe that these 
causes were monetary to any great extent; at least, he 
did not believe that they were connected with the 
insufficiency of gold, or that they were monetary in the 
sense that they lay in errors of monetary control by the 
central banks. 

He believed, therefore, that in the future not only the 
central but the commercial banks and the Governments 
would have to consider whether anything could be done 
to prevent a repetition of this aggravated form of trade 
eycle, and would have to devote much more care to 
seeing that attempts to restrict and artificially maintain 
prices—attempts which almost invariably broke down 
for one reason or another—were frustrated. 


But to leave that side of the subject and to come to 
the more purely banking point of view, he entirely agreed 
with Professor Sprague in his much more careful direction 
of credit by the banks. As he had said, that was not 
a matter in which the central banks, even with the 
closest co-operation, could exercise a decisive effect. 
The central banks could do a great deal. They could 
organise the collection of information and _ statistics 
from all over the world—information as to the production 
of primary products and so on. That information was 
indispensable for the proper direction of credit, and 
possibly it was only the central banks that could 
adequately organise it. But in the routine of bank 
lending the central banks could not do a great deal. In 
this country we had the central bank (the Bank of 
England) on the one hand, and the joint stock banks on 
the other. Well, there was no close contact between 
the Bank of England and the joint stock banks; they 
were not daily discussing these problems of the dis- 
tribution of credit; they were not discussing together 
as closely as they might do and as he hoped before very 
long they would do. 

Moreover, there was very little co-operation between 
the joint stock banks themselves; in fact, one might 
almost say that on this side of things there was practically 
no co-operation between them. There was a certain 
amount of co-operation in the fixing of rates and other 
matters which were not vital from this point of view, 
but there was no consultation between the banks as to 
the credit policy that they should pursue. 4 


To take an instance. If the bankers in 1920 had sat 
down together and considered whether it was a wise 
thing to lend many millions to people in Lancashire who 
knew very little about cotton in order to enable them to 
buy cotton mills from people who did know about cotton— 
well, they would not have done it. If we were to have 
any improvement inthe future in the control of industrial 
fluctuations, we would have to prevent such a thing as 
the Lancashire cotton boom of 1920. That could only 


They had had it in at least haif 
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be prevented by co-operation and consultation between 
the joint stock banks together on the one hand, and 
between the joint stock banks collectively and the Bank 
of England on the other. 

At the present moment, as they all knew, there was 
the Macmillan Committee on Banking and Industry 
sitting. He knew nothing of its deliberations, which 
had been in private, but he earnestly hoped that when 
its report came to be published the Committee would 
lay a great deal of stress upon the better organisation of 
the banking m of this country from the point of 
view of which he had been ing ; recommendations 
of that kind might not be heroic, they might not sound 
as impressive as advice to central banks to co-operate 
and to control the whole volume of credit, but it seemed 
to him far more important, or, at least, quite as important, 
to govern the distribution of credit in detail as it was 
to attempt to control its absolute volume. 

Dr. Coates, replying to the various speukers, said 
his critics had been extremely kind to him, and he was 
not nearly so nervous in replying as he felt he would be. 
Mr. Henderson, Mr. Sprague and Mr. Hobson had rather 
supplemented what he wished to say than quarrelled 
with the exposition which he had undertaken to give. 
Mr. Sprague had asked him to distinguish himself much 
more from Mr. Keynes in the event of the paper being 
published. The only difficulty he had in that respect 
was that possibly there would be nothing of himself 
left. As he had explained at the outset, he was only 
endeavouring to bring to their notice the new investiga- 
tions which Mr. Keynes had conducted in order that 
they might possibly, through that audience, reach a 
wider circle and receive extended thought. Mr. Hender- 
son had asked whether or not he agreed with the pro- 
position that the price level depended on the volume of 
money. The price level, he said, had fallen; did he 
(Dr. Coates) therefore agree that the volume of money 
had fallen also? Mr, Henderson followed that up by 
inviting him to say what he thought as to whether money 
had played a part in causing the fall of prices within 
the last six or twelve months and, if so, what part. 
Now Mr. Keynes did not rest his argument on the 
volume of money; in fact, one of the contributions 
which he had made to the subject was to show that 
while the total volume of money might remain unchanged, 
its effective power on the price level might alter 
very considerably. Mr. Keynes had—theoretically, he 
admitted—classified bank deposits and had brought out 
more clearly the importance of what he called the savings 
deposits, to which he ascribed, and probably quite 
rightly, no velocity of circulation. A great deal of his 
argument seemed to be that the variation in volume 
of those savings deposits might have great influence on 
the price level. The figures given to them by Mr. 
McKenna of the proportion of time deposit accounts to 
current accounts during recent years seemed to support 
that view. If people retained more money on savings 
deposit aceount, they were not using it. The public 
became a “ bear” as regarded investments and a “ bull ” 
as regarded deposits. If they looked at the banks’ 
statistics over the past year they would find that advances 
had fallen considerably. They would expect, therefore, 
to find also that the deposits had fallen, and he suggested 
that they did fall, but that they had been restored to 
their previous level and were now increased above it 

the banks had bought additional investments 
and to a considerable extent had taken them from the 
public. 

Mr. HENDERSON said his point was not whether the 
quantity of effective money had fallen, but whether 
Dr. Coates thought that influences of a monetary 
character were the whole cause of the fall in prices. 

Dr. Coates said he thought that had been practically 
answered by Mr. Sprague. The time at which banks 
could exercise their influence effectively was on the 
upward curve and not on the downward curve. He had 
touched briefly on what he conceived to be the enormous 


on the upward movement. He thought that in due 

course a wider appreciation of the great power 

by the banks in this matter would induce them to furnish 

additional supplies of credit only so far as they were 

necessary. Industrialists as a whole would recognise 

that an undue expansion of credit leading to an excess 

investment of human activities in capital appliances 

was not in the long run beneficial either to consumers 

or producers. He agreed that in a period of decline, 

once they had had their credit, then the matter must 

work itself out. Mr. Keynes pointed out that the key 

factor was efficiency earnings. Unless some means could 

be adopted by which banking control could affect not 

only the incentive to the manufacturer either to expand 

or contract, but also affect his total cost, the powers of 

the banks must be limited, and in that he found an 

argument for attempting to keep the price level more or 

less stable. He believed they would always have minor 

movements upward and downward, but his reason for 

desiring to see the price level maintained no 

stable was that, if production were increased at a rapid 

rate they would then, with the monetary volume 

unchanged, have to adjust all = and all costs to a 

different level. The difficulties of doing that under modern 

industrial organisation were extremely great. He would 

like to appeal to bankers to take a little more courage 

in regard to these things,because unless one experimented 

a little one did not know whether they could make any 

progress or not. In the chemical industry experiments 

were always going on. Of course, it might be said that 

there it did not matter if the experiment failed because 
it was a private affair, whereas on this great question, 

if the experiment failed, the results might be extremely 
serious. The only answer he could give to that was 
that the existing methods of dealing with credit appeared 

also to lead to very serious results. 

Mr. Henry Morcan, President of the Society of 
Incorporated Accountants and Auditors, in proposing 
a vote of thanks to Dr. Coates, said that they were much 
indebted to him for coming there that evening and 
delivering an address to which they had listened with 
very great interest and pleasure. Although he (the 
speaker) found a difficulty in readily following the lines 
of the argument he had developed, he was sure they 
would all agree that Dr. Coates dealt in a masterly 
fashion and in a scientific way with a most intricate 
subject. It seemed to him singularly appropriate at 
the present time, because signs were not wanting that 
questions of currency and money were likely to assume 
a very important aspect in the near future. There was 
not much doubt that changes in the purchasing power 
of sterling were largely the cause of the terribly serious 
position in which this country stood to-day. It was 
difficult to adapt rates of wages to changes in purchasing 
power of currency, and there were people who pointed 
out that at a time like this, when sacrifices were required, 
people who derived income from fixed rates of interest 
on investments such as War Loan were to-day, by reason 
of the increased purchasing power of currency in a very 
much better position than they were four or five years 
ago. There was no question that wages were very 
much too high to-day ; they had not adjusted themselves 
to the changed purchasing power of the pound. 

Mr. E. Baupry seconded the motion and said that 
in thanking Dr. Coates they should also thank the various 
speakers whose remarks had been so valuable. 

The vote of thanks was carried with acclamation and 
Dr. Coates briefly replied. 

On the motion of Mr. W. A. PEARMAN, the Chairman 
was accorded a hearty vote of thanks for presiding, and 
the proceedings then terminated. 


difficulties «f the banks in dealing with the situation 
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ADDENDUM to Illustrate “* Mr. Keynes’ Analysis of the Money Accounts,” on page 268. 
PRODUCTION ACCOUNT. ; 


ConsuMPTION Goons. 
Unit Cost. 


Q 


iW 


Q, 


E+Q 


Total. 


ConsuMPTION Goons. 


Volume. Price Level. 


R 


RP +I 


of output) 
E+Q 


I (including profit Q.) 


CONSUMPTION 


ACCOUNT. 


DisPosaL OF INCOME. 
On Consumption Goods (equal to Manu- 
facturer’s turnover) “n 
On Savings 


INCOME. 
From Consumption Goods Production. 


First Fundamental Equation. 
P = Price level of consumption goods. 
PR = E—S 
but (R + C) x & = E, because R + € = O 
E ER EC 
PR o®R®+O-S=7FZ+9-S 
a +  —S, became I’ = 


Second Fundamental Equation. 
Price level as a whole 
we or equally RP +! 
_E—S+PC E—S+I 
= oO . =" oO 


I 


E —S 
=o+7o 


WARNING. 


—— 


A person representing himself to be an Incorporated 
Accountant has recently called at the offices of several 
Incorporated Accountants in Liverpool and Warrington 
and stated that he was in poor circumstances and in need 
of immediate help : also that he had made application to 
the Incorporated Accountants’ Benevolent Fund. In 
doing so he has misrepresented himself and given his 
name as that of a particular member of the Society of 
goed standing. No such application has been received 
by the Trustees of the Benevolent Fund. 


Members of the Society are warned against any repre- 
sentation of this character, should they be approached, 
and are advised that any alleged case of an Incorporated 
Accountant in poor circumstances should be referred to 
the Hon. Secretary, Incorporated Accountants’ Benevo- 
lent Fund, Incorporated Accountants’ Hall, Victoria 
Embankment, London, W.C.2, for consideration. 


In the London County Council elections, which took 
place on March 5th, Mr. Montague Moustardier, F.S.A.A., 
was elected as a Municipal Reform Member for Central 
Hackney. 


ah enihaoanr oe & 4A oot ae oP a 


a 


ee eee es — ——— $$ — ———— A 
| :=——rrs—‘C ee 
— ES eee 
in Caters In Wages. 
R x = } be 
Cok .s. re) = E—I’ |_| x P RP (including profit 19th 
¥ R x w,} ' * Hot 
Profit ie me ce ses a Soci 
INVESTMENT Goons. INVESTMENT Goops., a 
ve 
Cost 4 c xs } - os ee | 
or € x W, O = (Total vol ee 
ee a ee: ‘an “ 
a _____. siot 
Ss rer 
a a des 
wo! 
E 8 s Volume C st tha 
E spe 
Profit sas i ia ine Q, pre 
From Investment Goods Production. oe 
E Mr 
Cc x Oo oo W, = Vv the 
Profit... os ‘ed i ms 
saeiaincasiaieniit Q So 
| E+ Q E+Q (H 
: prenmmeeneeneed —_ Ac 
eS LI 
Lo 
Il F. 
Mi 
{A 
G. 
a 
E * 
=R {5} +V-—s tk 
| E,r—s Ps 
Peart? —.—— fa 
| oO R jr 
| PROFITS. . 
Q, = RP—R {5} h 
- (E —® —(E— I’) tl 
P = -— u 
| and Q, = I— I’ t 
~Q@+Q=Q=I-s 
SSS SSS —— ———— ee 
| eettiemiiemnaeaeinn 
a 
oo — 

Lo 


, 1981 


268. 
eee 
————_— 


ofit Q.) 


APRIL, 1931] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


277 


ACCOUNTANCY PROFESSION IN 
LIVERPOOL ENTERTAINED. 


The Liverpool Society of Parverrectorians, on March 
19th, entertained at dinner in the Exchange Station 
Hotel, Liverpool, official representatives of the Liverpool 
Societies of Chartered and Incorporated Accountants. 
It may not be without purpose to explain that the Par- 
verrectorians are a body of business and professional men 
who have organised themselves for the purpose of culti- 
vating the art of public speaking. The Society, which 
was founded in January, 1924, meets each Thursday, in 
Exchange Station Hotel. The members include represen- 
tatives of-the legal, accountancy, and insurance profes- 
sions, the corn trade, the cotton trade, &c. Once a month 
they entertain at dinner leading commercial and profes- 
sional men of the city. The derivation of the titular 
description of the society—Parverrectorian—is interest- 
ing. Thus: Parler (French), to speak ; verbum (Latin), a 
word ; and rectus (Latin), right or correct. Hence it follows 
that members of the society are “‘ those who desire to 
speak correctly.” 

The chair was occupied by Mr. H. J. Lister, and others 
present included Mr. C. M. Dolby, F.S.A.A. (President of 
the Liverpool Society of Incorporated Accountants), 
Mr. C. Hewetson Nelson, J.P., F.S.A.A. (Past President of 
the Parent Society of Incorporated Accountants), Mr. 
H. R. Graves, F.C.A. (Vice-President of the Liverpool 
Society of Chartered Accountants), Mr. Alex. Hannah 
(Hon. Secretary of the Liverpool Society of Incorporated 
Accountants), Mr. W. Plevin, Mr. E. Holland Hughes, 
LL.B., Mr. A. McNichol (Assistant Manager, Liverpool, 
London and Globe Insurance Co., Liverpool Office), Mr. 
F. W. Poulsom, C.A., Mr. Malcolm D. Slater (Assistant 
Manager, Exchange Branch, Lloyds Bank), Mr. C. Reynolds 
{Assistant Accountant, Cunard Steamship Company), Mr. 
G. H. Mossop, Mr. W. L. Henderson, Mr. James Proctor, 
and Mr. R. R. Bailey, F.C.A. 


Mr. W. PLevin proposed: ‘The Liverpool Society of 
Chartered Accountants.” Let them consider, he said, a 
prominent feature associated with all the professions, viz, 
that the profession of the Army, the Law, Medicine, and 
even the Church, drew their strength and profit from the 
faults and follies of the public. It was said they might 
judge of man by his associates. With whom did the 
accountant consort ? He consorted with lawyers, income 
tax officials, and with official receivers. His parade ground 
was the County Court. (Laughter.) The accountant owed 
his success to the multiplication of Acts of Parliament, to 
the formation of limited liability companies, and to the 
unutterable complexity of the Bankruptcy Acts, in short, 
to the great modern craze for regulating the individual, 
which to-day prevented a man from decently and quietly 
becoming a bankrupt in private. (Laughter.) The account- 
ant thrived upon deeds of assignment ; indeed, it might 
be said that he was the “ undertaker ” of modern business. 
(More laughter.) But let them not judge too hastily, 
Mr. Plevin went on; possibly there were other points of 
view that were worth exploring. He thought there were. 
As business men, immersed in the perplexing details of 
their own particular business, it was surely wise for them, 
now and then, to seek the advice and counsel of trained 
men—accountants—who had had, perhaps, less obscurity 
of vision, men of wide experience of various types of 
business, and men who could look at naked facts without 
clothing them in the garments of “ might-have-been ”’ or 
** would-have-been.”’ Possibly, if business men were to 
consult their accountants as wise men consulted their 


dentists, before the symptoms of decay appeared, they 
would then look upon them, not as drastic surgeons, 
but as wise counsellors. Let them then concede that the 
accountant fulfilled a very vital and essential function in 
the business life of the community, and that the members 
of the Liverpool Society of Chartered Accountants carried 
out their functions in a competent and honourable manner. 
Let them be grateful that they could call upon the services 
of a body of men who put the dignity of their profession 
before personal profit, and who preferred truth to ex- 
pediency. (Hear, hear.) 


Mr. H. R. Graves, F.C.A. (Vice-President of the Liver- 
pool Society of Chartered Accountants), who responded 
to the toast, assured the company that accountants were 
not merely men of figures, nor were they mere figures of 
men, bound up in red tape. On the contrary, they strove 
to be broad-minded men of affairs, dealing in a broad- 
minded fashion with the affairs of men. There was, he 
said, an entertaining, but altogether unreliable legend 
that the Sun of Accountancy first dawned somewhere in 
Asia Minor, when the whole world was in liquidation, and 
Noah, after salving the available assets, floated the first 
** Live Stock Company.” 

The first reliable record of scientific book-keeping, went 
on Mr. Graves, was found in a volume published in Venice 
in 1494, entitled “‘ Everything about arithmetic, geometry 
and proportion.” That was the first book they had which 
contained an explanation of the basic principle of double 
entry book-keeping—a simple, scientific basis which could 
never be altered or upset. So recently as the time of 
Henry Tudor, the national accounts of England were 
being kept in Roman figures, and the method of computa- 
tion was the Abacus. Could they imagine Mr. Snowden 
with an £800,000,000 Budget in Roman figures. (Laughter.) 
Double entry book-keeping was in actual use in the Medi- 
terranean about 1300. The busy merchants and adven- 
turers in those Mediterranean countries had devised a 
practical and scientific scheme of book-keeping. England, 
as was not unusual, was a very slow starter, so far, at any 
rate, as book-keeping was concerned. She did, however, 
learn from the busy merchants and adventurers of the 
Mediterranean. The nineteenth century, with its wonderful 
industrial developments, its great expansion of credit and 
the like, called everywhere in commerce for a specialist 
in accountancy, and England was not then slow in pro- 
ducing her specialists. There were formed in Liverpool, 
Manchester, and London, chiefly, societies of accountants. 
On January 25th, 1870, there was formed in Liverpool the 
society which was the subject of that toast, and of which 
he was very proud to be that evening the Vice-President. 
(Hear, hear.) The first signature on the roll, which was 
still in existence, was that of Mr. Walcot Harmood Banner, 
the father of the late Sir John Harmood Banner, whom 
they all knew. Liverpool took the lead, along with Man- 
chester and London, in the presentation of a petition to 
the Crown, and there was granted, in 1880, a Royal 
Charter. In the petition thus presented, it was stated 
“ That the petitioner, Anthony Wigham Chalmers, is the 
President of a Society of Accountants established in 1870 
at Liverpool.” Mr. Anthony Wigham Chalmers, added 
Mr. Graves, was one of the founders of the firm of Messrs. 
Chalmers, Wade & Co., of which Mr. McGregor was such 
a leading light. As a result of that, there came into 
existence the Institute of Chartered Accountants in 
England and Wales. It was, perhaps, a pity that account- 
ants, Chartered and Incorporated, were not recognised just 
a little earlier. After a humorous allusion to the way in 
which accountants had been satirised in fiction, cartoons, 
&e., Mr. Graves said the discernment of those discerning 
folk, who had done that, was justified, because, properly 
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understood, accountants were the fairy godfathers of the 
modern world. They took a friendly interest in business 
men from the cradle to the grave. Accountancy, like every 
other career that was worth while, had its difficulties and 
responsibilities, but it had one pervading charm, viz, 
its infinite variety. The supremacy of the British account- 
ant, owing doubtless to his specialised training, was 
unchallenged. Training with a reputable firm of English 
accountants seemed the only passport those young men 
needed to secure a welcome on the staffs of those account- 
ants abroad. During thirty years’ experience, he had 
known a considerable number of young men take that 
adventure, and every single one of them had been success- 
ful. (Hear, hear.) British accountants could fairly claim 
that they were doing their share towards upholding 
British prestige and influence throughout the world. 
There were two fundamentals necessary for the accountant. 
The first was a knowledge of simple arithmetic, with 
its logical outcome of strict accuracy. Contrary to 
what was sometimes believed, a very high knowledge of 
advanced mathematics was not necessary. But strict 
accuracy was necessary. Strict accuracy was only a 
synonym for truth. The second fundamental was common 
sense. (Hear, hear.) 

Mr. W. L. HENDERSON submitted: ‘‘ The Liverpool 
Society of Incorporated Accountants.’ He said a typical 
example of the vitality of- Englishmen to-day lay in the 
accountancy profession. Almost every big corporation 
and big company had at its head an accountant, or if the 
accountants were not at the head, they were underneath, 
doing the work. Whatever lack of vitality the rest of the 
community was suffering from, accountants were not 
affected by it. They had shown an elasticity and a breadth 
of view which almost every other industry had absolutely 
failed to show, or to give any sign of. If that was a good 
thing—and he contended that it was—the main hope of 
industry lay in the accountancy profession. They might, 
therefore, look to the future with a certain amount of 
confidence, because, while the mainspring was robust and 
working, it would not be long before that mainspring 
made its power felt throughout the rest of the works. 
Therefore, as business men, they thanked the accountancy 
profession for all they had done in the past, and for what, 
they were sure, they would do in the future. (Hear, hear.) 

Mr. C. M. Do.tsy, F.S.A.A. (President of the Liverpool 
Society of Incorporated Accountants), who replied, said, 
as President of the Liverpool Society, he felt great diffi- 
culty in responding to the toast for two reasons. The first 
was that the Vice-President of the Liverpool Society of 
Chartered Accountants had responded so eloquently and 
so fully to his toast, that the ground had been covered to 
an extent which left him (Mr. Dolby) little else to say. 
The second reason was that the history of the profession, 
having been given from time immemorial to the present 
day, he was to be followed by Mr. C. Hewetson Nelson, who 
was to tell them of the future of the profession. However, 
he could comment shortly upon two matters not likely to 
be touched upon. First, as to the Liverpool Society of 
Incorporated Accountants, of which body he had the great 
honour to have been President for nearly two years. 
Obviously the first and foremost objective of any local 
body of the accountancy profession should be the education 
and training of the applicants for admission to membership 
of the parent society. He could say, with regard to their 
Society, that that objective was the first and foremost. 
They had lectures, approximately once a fortnight, which 
were primarily intended for the benefit of students, but 
which were attended, he was pleased to say, by a fair 
number of Incorporated Accountants in practice. Revision 
classes were also held just prior to the half-yearly examin- 
ations, which seemed to be very much appreciated. They 


had joint debates with other professional bodies, and, at 
least once in every session, arranged such an evening with 
their friends the Chartered Society. They had a member- 
ship of upwards of 350. In that connection he would like 
to acknowledge the important and exceedingly heavy 
duties which devolved upon Mr. Hannah, their Hon. 
Secretary. Their annual dinner was attended by the Lord 
Mayor and the leading representatives of the commercial 
and professional life of the city, and was always acknow- 
ledged to be a successful and interesting function. Having 
said so much for the Liverpool Society of Incorporated 
Accountants, he would like to say just a few words on the 
relationship between the two bodies, the Chartered and 
the Incorporated Accountants. In regard to the members 
of both societies, it could with equal truth and force be 
said that they were the custodians of the commercial 
morality of the business world. (Hear, hear.) It was not 
for such a humble member of the profession as himself 
to make suggestions, but it seemed to him that ways and 
means could, and should, be found, for some sort of co- 
ordination or unified control, if not of the whole profession, 
then at least of the two great bodies upon whom rested the 
responsibility of protecting, not only the public, but the 
younger generation of Chartered and Incorporated Ac- 
countants. He was conscious that in touching upon that 
subject he was impinging upon the next toast, viz, “‘ The 
future of the Accountancy Profession,” which was to be 
handled by one who was far more capable of dealing with 
the subject than he was. So he must content himself with 
an expression of the hope, as one of the younger members 
of the profession, that the leading members and governors 
of that profession would not be weighed in the balance and 
found wanting. In conclusion, Mr. Dolby paid a grateful 
personal tribute to the Parverrectorian Society, as a 
medium whereby those associated with it were enabled 
to cultivate the art of public speaking to a degree which 
many of them, otherwise, would not be able to achieve. 
(Hear, hear.) 

Mr. E. HoLtanp Hueues, LL.B. (Solicitor) gave : “* The 
Future of the Accountancy Profession.””’ The thought of 
the future of the accountancy profession, he said, brought 
a feeling of dread into the heart of every member of his 
own (the legal) profession, because they knew how well 
the accountants were doing work to-day of which the 
members of the legal profession used to think they had 
the monopoly, and if they (the accountants) were to extend 
the orbit of their activities in the future, there would 
searcely be anything for the poor lawyers to live on. How- 
ever, gazing into the crystal, he was reassured as to the 
future, for he there saw an accountant having an honoured 
place on the board of every public company in the land, 
and, by virtue of his position, holding out a guarantee 
to the investors of the country of the probity and financial 
integrity of the board upon which he sat. Proceeding, 
Mr. Holland Hughes spoke of the desirability, indeed, he 
said, the necessity, of prohibiting an unqualified man 
from practising.as an accountant. He felt that if Mr. 
Hewetson Nelson, and the members of his profession, were 
to promote a Bill in Parliament, whereby an unqualified 
man was prevented from calling himself an accountant, 
he and his fellow members of the profession would earn 
everlasting gratitude. There was an old saying that the 
lawyers made laws with loopholes wide enough to drive a 
coach and four through, and thereby created a prolific 
source of income to themselves. He would commend to 
Mr. Hewetson Nelson the suggestion that if he were able 
to get sufficient representation of the accountancy pro- 
fession in Parliament, to secure that those accountants 
could so manipulate a Finance Bill as to exempt them 
from the incidence of taxation, they would be very grateful 
indeed for his attendance at that dinner that night ; 
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indeed, he would go further and say that the Parverrec- 
torians would go a good way towards assisting the ex- 
penditure of the Parliamentary candidates in that area. 
(Laughter.) He wished Mr. Nelson and his profession, 
from the bottom of his heart, a very happy and 
prosperous future. 


Mr. C. HEWETSON NELSON, J.P., F.S.A.A. (Past President 
of the Parent Society of Incorporated Accountants), 
replied. He said twenty-seven years ago he read a paper 
in the Liverpool Town Hall at the Annual Conference of 
Incorporated Accountants, on “The Future of the 
Accountancy Profession.” Thank God, they still had a 
future before them. (Hear, hear.) Mr. Holland Hughes had 
referred to the desirability of preventing the unqualified 
from practising as accountants. They had been trying 
to do that for the past forty years ; in 1895 they began, 
then again in 1896. About 1911 a third Bill was brought 
in, this time backed by the Institute of Chartered 
Accountants, the Society of Incorporated Accountants, and 
by the Scotch and the Irish Accountants. But the railway 
accountants of the country were so powerful that they 
were able to block that Bill and it could not get any 
further. In 1929 a Committee of Parliament declared 
that, in their opinion, the time was opportune for establish- 
ing a register of properly qualified persons as accountants, 
on the lines of the legal and medical services, and suggest- 
ing to the accounting world that they should seriously 
consider the matter. Subsequently the Local Legislation 
Committee, in reporting to the House of Commons, recom- 
mended that, having regard to its great importance, the 
accountancy profession be placed on a unified basis, the 
same as other professions. Following that recommenda- 
tion of those very important Parliamentary Committees, 
a deputation waited upon the President of the Board of 
Trade from the two big societies—he (Mr. Hewetson 
Nelson) was one of that deputation—and they asked for 
the appointment of a Departmental Committee to look 
into the matter. That Departmental Committee was 
appointed, and, having heard the evidence tendered to 
them, declared, ‘‘ We are unanimously of opinion that it 
is not desirable to restrict the practice of the profession 
of accountancy to persons whose names would be inscribed 
on a Register established by law.” They had there, said 
Mr. Hewetson Nelson, Committees of the House of 


ise your position,” and then they got a Board of Trade 
Committee who said, ‘‘ We do not think that a Register 
is desirable.” In 1903 he (Mr. Hewetson Nelson) said in 
the paper which he read in the Liverpool Town Hall, 
that the only solution for the accountancy profession must 
be statutory registration. In spite of all that had been 
done, however, their present unsatisfactory position con- 
tinued, and they had the two great bodies to-day, besides 
all the subsidiary Societies which he need not name. 
The position roughly was that there were 24,000 account- 
ants in the country to-day, of whom 9,000 were in the 
Institute, 5,500 in the Society, and 9,000 outside. Any 
man, having failed in any other department of life, might 
stick a brass plate on his door and cali himself an account- 
ant, and no one could stop him to-day. They had hoped 
to get on the same basis as medicine and the law. In 
consequence of an action they took in the Courts, any 
person to-day who described himself as an Incorporated 
Accountant, who was not a member of the Society, could 
be restrained from so doing by an injunction. Tremendous 
educational work was being done ; there were at least 6,000 
or 7,000 candidates every year sitting for the Chartered 
Accountants’ or the Incorporated Accountants’ examina- 
tions. No man had a chance of getting in unless he had 


that to-day both in the Institute and the Society, the 
average of failures was over 50 per cent. of the candidates 
who presented themselves, was a remarkable testimony to 
the stringency of the examinations the candidates had to 
pass. In conclusion, Mr. Hewetson Nelson said he was 
very much obliged to the Parverrectorians for the 
opportunity of spending that very pleasant evening. 

The toast of “Our Guests,” proposed by Mr. James 
Procror, and acknowledged by Mr. R. R. Bamey, F.C.A., 
brought the proceedings to a close. 


Society of Incorporated Accountants 
and Auditors. 


MEMBERSHIP. 

The following additions to, and promotions in, the 

Membership of the Society have been completed since 

our last issue :— 

ASSOCIATES TO FELLOWS. 

DarBaARI, MANECKIJI Dapasuoy, B.Com. (S. B, Billimoria 

and Co.), 100, Clive Street, Calcutta, Practising 

Accountant. 

Guosh, Pasrrra Kumar, B.Sc. (P. K. Ghosh & Co.), 

Central Bank Buildings, 100, Clive Street, Calcutta, 

Practising Accountant. 

ASSOCIATES. 

ALLAN, ARCHIBALD LESLIE, Clerk to Thomas May & Co., 

Allen House, Newarke Street, Leicester. 

Barton, Norman Ricwarp, Clerk to H. R. Evans, 

17, George Street, St. Helens, Lancs. 

CuusB, STANLEY JoHN (Edward Blinkhorn, Lyon & Co.), 

69, Leadenhall Street, London, E.C.3, Practising 

Accountant. 

Day, ArTuour, Clerk to Richard Corner & Jones, Wellington 

Buildings, Strand, Water Street, Liverpool. 

Dickson, Joun, Clerk to G. W. Morrison & Collins, 

23, A.B.C. Chambers, Fox Street, Johannesburg. 

Farruurst, Joun, Clerk to Holmes & Turner, Arcade 

Chambers, Wigan. 

Fow.er, Frep Denis, formerly Clerk to Frank Haynes 
and Co., The Hollins, 16, New Street, Leicester. 
GLICKMAN, Morris, 70, St. George’s Street, Cape Town, 

Practising Accountant. 

JENNINGS, STEWART, Clerk to Whinney, Smith & Whinney, 
4B, Fredericks Place, Old Jewry, London, E.C.2. 

LONGLEY, STANLEY Ernest, Borough Treasurer’s Depart- 
ment, Deptford Town Hall, New Cross, London, 
S.E.14. 

McGratu, Haroitp Wiu1am, Clerk to Layton-Bennett, 
Chiene & Tait, 3, London Wall Buildings, London, 
E.C.2. 

MartTIn, LEONARD FRANK, Clerk to J..Dix Lewis, Cxsar 
and Co., Kennan’s House, Crown Court, Cheapside, 
London, E.C.2. 

MorGaAn, Davip (D. Morgan & Co.), 66, King Edward 
Street, Hull, Practising Accountant. 

PALLISTER, ARTHUR Roy, Clerk to W. T. Walton & Son, 
Scarborough Street, West Hartlepool. 

PaRKINSON, JOHN Rasy, Clerk to Waters & Atkinson, 
2a, Euston Road, Morecambe. 

Pye, Cyr Jon, Clerk to Jennings, Taylor & Co., 
Premier House, 150, Southampton Row, London, 
Willd 

SEABORNE, REGINALD Epwakrp, Clerk to Spence, Paynter 
and Morris, 6, Wardrobe Place, Doctors’ Commons, 
London, E.C.4. 

Surirz, Barnett, Clerk to Levy & Co., 106, Adderley 


Street, Cape Town. 

Watson. ALEC Jonn Horace (Townsend, Watson and 
Stone), 16, Weston Park, Crouch End, London, N.8, 
Practising 


Accowntant. 


passed the examinations of one or other Society. The fact 
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Leicester and District Society of 
Jncorporated Accountants. 


ANNUAL DINNER. 

The annual dinner of the Leicester District Society 
of Incorporated Accountants was held at the Grand Hotel, 
Leicester, on March 13th. The President of the Society 
(Mr. F. W. Cuarke, F.S.A.A.) presided, and was supported 
by Mr. Henry Morgan, F.S.A.A., President of the Society 
of Incorporated Accountants and Auditors; the Lord Mayor 
of Leicester, Councillor H. Carver, J.P.; the Lord Bishop 
of Leicester; Mr. F. W. Pethick-Lawrence, M.P.; Capt. 
Charles Waterhouse, M.P.; Mr. Charles Squire, Registrar 
of the County Court ; Sir Stanhope Rolleston, D.L., J.P. ; 
Mr. H. A. Pritchard, Town Clerk; Mr. W. R. Kew, Town 
Clerk of Northampton; Lieut.-Col. R. E. Martin, C.M.G., 
T.D., D.L., Chairman of the Leicestershire County Council ; 
Mr. Thomas Morley, President of the Hosiery Manu- 
facturers’ Association; Mr. J. W. Robertson, President 
of the Leicester Boot Manufacturers’ Association; Mr. 
A. H. Hollister, C.C., J.P., Chairman of the Northampton 
Town Boot Manufacturers’ Association; Alderman Thomas 
Keens, F.S.A.A., Past President of the Society of 
Incorporated Accountants; Mr. A. A. Garrett, M.A., 
B.Sc., Secretary of the Society of Incorporated Accountants 
and Auditors; the Principal of the Leicester University 
College; Mr. H.W. Bourne, Editor of the Leicester Mercury; 
Mr. F. L. Johnson, Editor of the Leicester Mail; Mr. E.G. B. 
Fowler, President of the Leicester Law Society; Mr. 
Shirley Allen, A.C.A., President of the Leicester Society 
of Chartered Accountants; Mr. Percy Russell, F.C.A., 
Secretary of the Leicester Society of Chartered Account- 
ants; Mr. F. Pollard, President of the Leicester Chamber 
of Commerce; Mr. H. Purt, Secretary of the Leicester and 
County Chamber of Commerce; Mr. P. C. Bellsham, Mr. 
H. G. Ward, Mr. P. Kelly, Mr. W. P. Shipway, Mr. B. W. 
Parish, Mr. R. B. Rednall, Mr. C. T. A. Sadd, J.P., Mr. 
H. C. Bowman, Mr. F. H. Ragg, Mr. A. Worman, Mr. G. F. 
Duffell, Mr. O. Wheeler; Alderman J. Mantle Hubbard, 
J.P., Chairman of the Finance Committee, Leicester City 
Council; Mr. F. A. Prior, F.S.A.A., President of the 
Incorporated Accountants’ District Society of Nottingham, 
Derby and Lincoln; Mr. S. I. Wallis, A.S.A.A., Hon. 
Secretary of the Incorporated Accountants’ District 
Society of Nottingham, Derby and Lincoln; Mr. James 
A. Hulme, F.S.A.A., President of the Manchester and 
District Society of Incorporated Accountants ; Mr. Arthur 
E. Piggott, F.S.A.A., Hon. Secretary of the Manchester 
and District Society of Incorporated Accountants ; Mr. 
Ernest T. Kerr, F.S.A.A., President of the Birmingham 
and Midland Society of Incorporated Accountants ; 
Mr. Charles M. Dolby, F.S.A.A., President of the Liverpool 
Society of Incorporated Accountants; Mr. A. H. Davy, 
President of the Insurance Institute of Leicester; Mr. 
Evan Barlow, Official Receiver in Bankruptcy; Mr. 
T. N. Wall, Alderman H. W. Hallam, J.P., Mr. L. W. 
Kershaw, B.Sc. 


Mr. F. W. Peraick-Lawrence, M.P. (Financial Secretary 
to the Treasury), who proposed the toast of the ‘ Society 
of Incorporated Accountants and Auditors,” said that no 
one could hold the responsible post which he held in the 
Government to-day without realising the paramount 
importance of the accountancy profession. Without 
the accountants, the collectors of revenue of the Govern- 
ment would hardly be able to collect at all. Referring 
to the illness of Mr. Philip Snowden, the Chancellor of the 
Exchequer, Mr. Pethick-Lawrence said that he had been 


touched by the very kindly expressions which had come 
from all parties. He was happy to say that although 
there was still much suffering to be borne, it would not 
be long before Mr. Snowden was back in his place in the 
House of Commons, in plenty of time to introduce the 
Budget. Everyone acknowledged the debt they owed 
their profession and the members of the Incorporated 
Accountants’ Society. He was glad to think that their 
Society was still growing. It had now reached the figure 
of 5,500, which was a striking tribute to the need for their 
Society in the country at the present time. Mr. Snowden 
would acknowledge, with him, the way the Society was 
upholding the high traditions of British Finance. They 
had to guard the interests of the public at large and those 
of the nation as a whole, and in that way and in many 
others there was a great similarity between the members 
of the Society and members of the House of Commons. 
Fidelity to those who employed them as well as those 
who were not their immediate clients was common to 
both accountants and Members of Parliament. Members of 
Parliament would be failing in their duty if they did not 
put above party, above the interests of their constituency, 
the interests of the country as a whole. The same was 
true of accountants. Many of them had been selected 
by directors of companies, but they not only had to serve 
the directors of the company who selected them, but the 
public at large, and very often the nation as a whole. The 
Society had a splendid record and were to be congratulated 
on the steps they had taken to guard the integrity of their 
organisation. He was proud to think that the name of 
British accountancy went into all parts of the world. The 
great bulk of Englishmen were anxious to do a square 
deal, and the accountants gave them the assistance which 
only they could give. In the rare cases where Englishmen 
had not such high ideals, the policy and principles of the 
Society came to the aid of the national revenue. Every 
member of the Society who upheld its dignity and honour 
in that way was serving the country well. 


Mr. Henry Morean, President of the Society of 
Incorporated Accountants and Auditors, responding, 
dealt with national finance and said that while revenue 
receipts for income tax and super tax must show a serious 
decrease next year, spending continued to increase 
rapidly and it was impossible to forecast how expenditure . 
and revenue were going to be balanced in the coming 
Budget. They were forced to acknowledge the fact that 
the nation was living on its capital at the moment. They 
knew well enough what happened when a man lived at 
a rate beyond his income. The position of the nation 
was even worse, because concurrently with the excess 
of expenditure over income, there was an alarming 
contraction in the national wealth, which was largely 
represented by factories, works, engineering yards and 
other organised enterprises with their machinery and 
equipment, whose value was mainly dependent upon their 
constant working. There was the case of Lancashire, 
where there had been an appalling loss of wealth through 
the collapse of the great cotton industry. Factories had 
been dismantled, and many others had been closed 
down, while the remainder were working at less than 
their full capacity and earning little or no profit. It 
did not matter much what the factory cost; its value 
depended mainly upon the profit which it could derive 
from its working, failing which it became a liability. 
In terms of money the present value of the Lancashire 
cotton mills was but a fraction of what they were some 
six or seven years ago. This state of affairs existed 
in the case of many other basic industries, especially in 
the North of England, Scotland, and South Wales. The 
unemployment figures clearly indicated that conditions 
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were getting worse. Britain was dependent for its 
existence as a great nation upon the maintenance of the 
prosperity of her industries, and she differed from other 
countries in that she lacked certain natural advantages. 
In comparison with the population, her agricultural 
area was small, and iron and coal were practically the 
only raw materials produced. Many of the country’s 
major difficulties arose from the changes that had taken 
place in the value of money, the purchasing power of 
which had fluctuated considerably in recent years. 
Industry suffered greatly from the impossibility of quickly 
adapting itself to these fluctuations, which affected coun- 
tries chiefly industrial to a far greater extent than those 
mainly engaged in the production of food and raw 
materials, The high cost of our goods was one of the 
main causes of the country losing a large part of its 
foreign trade, while foreign manufactures were pouring 
into the country and seriously injuring many industries 
where unemployment was acute. Compared with their 
chief competitors, they were subject to two very severe 
handicaps—the burden of national and local taxation 
and the relatively high rate of wages. The estimates 
for national expenditure for the current year would 
amount to about £790,000,000, of which approximately 
£360,000,000 would be required for the interest, service 
and sinking fund of the national debt. This sum was 
equal to the total amount received from income tax, 
surtax and death duties. In the previous twelve months 
the amount was approximately the same, but the value 
in the current year was relatively much higher, because 
of the fall in prices and the resulting increase in the 
purchasing power of the sterling. The burden of the 
National Debt was strikingly shown when it was con- 
sidered in relation to such a vitally important factor as 
the export trade. In 1929-30 the cost of the national 
debt was equivalent to 49 per cent. of our total exports. 
In the current year, owing to the fall in the export trade, 
the cost of the national debt had risen to 65 per cent. of 
our total exports. Compared with 12 months earlier, 
the decline in exports during the last six months was at 
the rate of 31 per cent. If it continued in 1931—and in 
the past month the decline had been accentuated—the 
total exports would be only 8 per cent. more than the 
amount required for the service of the National Debt. 
The National Debt approached the stupendous total 
of £8,000,000,000, much of which had been incurred 
when the purchasing power of the sterling was far lower 
than at present, and quite a material part when the 
pound was worth much less than its gold equivalent. 
The National Debt mainly represented money that had 
been irretrievably lost. Ten years ago sterling was at 
a discount of about 20 per cent. Subsequent deflation 
and the restoration of the gold standard had had the 
effect of increasing relatively the real burden of the 
National Debt. None of Britain’s competitors were 
subject to a comparable burden, and those other countries 
who had incurred debts as a result of the war had got 
rid of their obligations either by repudiation or by 
inflation of their currency, the consequences of which 
had been largely temporary. In the case of Britain, 
however,’ not only had the National Debt remained a 
permanent burden, but it fluctuated in an inverse ratio 
to the prosperity of industry. When trade was bad and 
prices were low the burden increased, because the true 
measure was not money value but goods and services 
represented by money’s purchasing power. It was to 
be regretted that some scheme had not been devised to 
deal with the National Debt soon after the war, when 
some arrangement might have been made to ameliorate 
its crippling effect upor industry. 


The second of the country’s handicaps was the question . 
of wages. If the great industries were to be saved, the 
money rate of wages must be reduced. The present 
scale was materially higher than that of most of Britain’s 
principal competitors. Wages in Germany were two- 
thirds, in France one-half, and in Czecho-Slovakia two- 
fifths of what they were in Britain. Superiority in 
manufacturing skill and efficiency could not overcome 
such a handicap, and those who insisted that there should 
be no reduction in the standard of living of the workers 
should remember that the maintenance of that standard 
was dependent upon the restoration of industrial pros- 
perity. There was a powerful body of opinion which 
would not agree to the lowering of even the money rates 
of wages unless wage-earners could be assured that the 
sacrifices were going to be borne fairly and evenly by 
every section of the community. It could not be denied 
that whilst those who worked for their living were feeling 
acutely the effects of the intense trade depression, those 
fortunate individuals who lived wholly or mainly upon 
their income from Government stocks and fixed interest 
bearing investments of a gilt-edged character were 
enjoying a much better financial position than they were 
six or seven years ago. Not only had the market price 
of their investments advanced, but the real value of 
their income had increased owing to the greater pur- 
chasing power of money, and would be still further 
increased by a reduction in the money rate of wages. 
In conclusion, Mr. Morgan congratulated the Society on 
the outstanding success of their first annual dinner, which 
was conclusive evidence that the Leicester and District 
Society was contributing its full share to the important 
work which the District Societies were doing in the 
interests of the Society as a whole. 


Mr. F. W. Ciarke, President of the Leicester and 
District Society, proposed the toast of “‘ The Trade and 
Commerce of Leicester and Northampton,” and said 
that, unlike medical men, who were only called in when 
people were ailing, accountants kept in close touch with 
industry and business in periods of prosperity as well 
as of depression. 


The Lorp Mayor or LEIcEsTeR (Councillor H. Carver) 
responding, said that they were all sorry to have seen 
that Leicester’s unemployment figures had soared by 
580, which they felt was due to the failure of a firm 
which had been held in the highest regard in the city. 
The partners of that concern had always been held in 
the highest respect by the citizens of Leicester, and he 
was sure they would have the sympathy of all with whom 
they came in contact. Referring to the city’s finances, 
the Lord Mayor said that he was sorry to see so little 
interest taken by the public in the rate-fixing meeting 
of the City Council, when only two people were in the 
public gallery, and one of those was asleep. Estimates 
totalling one and a quarter million pounds were passed 
by the councillors without a single comment. It was 
probably due to their astonishment at the reduction of 
3d. in the rates. ‘There was another side to the picture, _ 
however. The indebtedness of Leicester to-day per head 
of the population was 50 per cent. above the average 
for the county boroughs of the country. In recent years 
there had been an enormous increase in the cost per head 
of the population. Nine years ago it was £11. To-day 
it was £30—an increase of no less than 173 per eent. But 
they could not make progress without having to pay for it, 


Mr. A. H. Hoiister, President of the Northampton. 
Town Boot Manufacturers’ Association, also responded. 


Captain Cartes WarTernouse, M.P. for South 


Leicester, who replied to the toast of “The Guests,” 
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proposed by Mr. H. T. Mriuman, said that the people 
of the country must look on the bright side of things. 
‘That was one of the main essentials in dealing with the 
present situation. Pessimism must be put aside. 

~The toast of “The Chairman” was proposed by 
Alderman Tuomas KEENs, of Luton, a former President 
of the Parent Society, and in response Mr. Clarke paid a 
glowing tribute to the efforts of the Secretary, Mr. W. T. 
Manning, to make the Society a progressive body. 


Rebiews. 


How to Succeed in Your Examinations. By W. W. 
Miller, B.A. London: Sir Isaac Pitman & Sons, 
Limited, Parker Street, Kingsway, W.C.2. (100 pp. 
Price 3s. 6d. net.) 

Examination students will find the information given 
in this little book of much assistance to them when sitting 
for examinations. The methods described are based on a 
training in psychology and an experience in preparing 
students for examinations. It is claimed by the author 
that as much as 50 per cent. of the time often spent by 
the untrained student may be saved by the adoption of 
the practical methods which are advocated. In any 
event the book gives much sound advice. 


Municipal Accounting Systems. 2nd Edition. By 

. Stanley Whitehead, A.S.A.A. London: Sir Isaac 
Pitman & Sons, Limited, Parker Street, Kingsway, 
W.C.2. (160 pp. Price 5s. net.) 

The object of the author in writing this book is to 
assist the staffs of Finance its of Municipal 
Corporations in the carrying out of their duties and in 
passing SS ee examinations. Amongst the 


matters trea are Rate Estimates, Stores Accounts, and 
the General isation and Accounting Arrangements 
of the Finance it, together with advice as to the 


- Departmen 
revention of overlapping and the treatment of Loans 
Funds and Superannuation Accounts. 


The Law relating to the Reconstruction and 
Amalgamation of Joint Stock Companies. 4th 
Edition. By P. F. Simonson, M.A., Barrister-at-Law. 


London : Effingham Wilson, C Avenue, E.C.2, 
and Sweet & Mazwell, lanied, 8. Chancery Lane, 
W.C.2. (225 pp. Price 21s. net.) 

At the present time, when so much is heard of rationali- 
sation and amalgamation, the publication of this work is 
particularly appropriate. The author deals with the 
matter purely from the legal point of view and explains 
the effect and operation of the different sections of the 
Companies Act, 1929, bearing upon the subject. The 
a ee eee Sn as ame 
precedents which will be fo very useful in carrying 
out any amalgamation scheme. 


Digest thee Law relating to Bankruptcy and 
Payne, LL.B. London: icitors’ Law Stationery 
Society, Limited, 22, Chancery Lane,W.C.2. (84 pp. 
_ Price 4s. net.) 

_The information in this little book is condensed 

but will be found very useful for reference as to the 

matters which require to be attended to and the time 
when ‘various acts have to be done by Trustees in 

Bankruptcy and under Deeds of ment. Refer- 

ences are given to the sections and where fuller 

particulars: may be found. There is also embodied a 

chronological summary of the main functions and duties 

of a Trustee in Bankruptcy. 33° 


Tax, London: Gee & Co. (Publishers), Lin 
8, Kirby Street, B11. (44 pp)” Price 2s. 6d. net.) 
The law and practice in relation to the re-assessments 


this little book, which sets forth the rules for arriving at 
the annual value, with examples as to the effect of repairs 
and tithe rent charge, &c., being undertaken by the tenant 
either wholly or partially, and other matters affecting the 
annual value of the property ; likewise the position with 
regard to premises let in tenements or apartments. 


Alpe’s Law of Stamp Duties. 21s! Edition. By 
A, R. Rudall, Barrister-at-Law, and H. W. J. 
London: Jordan & Sons, Limited, 116, C 
Lane,W.C.2. (416 pp. Price 15s. 9d. post free.) 

This is a work on Stamp Duties, and the 
present edition has been revised and enlarged to make it 
more comprehensive and bring it entirely up to date, 

The information embodied in the book covers the subject 

in all its aspects, and a table of cases is supplied in 

support of the views expressed on points of doubt. 


Solicitors’ Accounts. By L. R. Dicksee 


3rd Edition. 4 
F.C.A, London: Gee & Co. (Publishers), Limited, 
8, Kirby Street, E.C.2. (90 Ses 6s. net.) 

In this book is embodied a complete system of accounts 
for solicitors with specimen entries showing the inter- 
relation of the different books and records. explana- 
‘tions are brief and the examples full and complete. 


Incorporated Accountants’ Golfing Society. 


The programme for this year has now been arranged 
as follows :-— 

The Spring Meeting of the Society will take place at 
St. George’s Hill Golf Club, Weybridge, on the morning 
of April 16th. This will take the form of the usual 
competition to be decided on handicap over 18 holes. 

The Summer Meeting has been arranged to take place 
at the Littlestone Golf Club on the week-end of June 
27th and 28th. Accommodation for those playing is 
being arranged at Pope’s Hotel, Littlestone. 

The Autumn Meeting will be held at the Ashford Manor 
Golf Club on October 8th. - 

In addition to the Society’s three meetings, two 
matches have been arranged. On May 13th the Society 
will play the Solicitors’ Golfing Society at Walton Heath, 
and on September 23rd a match with the Scottish 
Chartered Accountants in London will be played on a 
course to be arranged later. 

It is hoped also to arrange a match with the Chartered 
Accountants’ Golfing Society to be held some time during 
the summer. 

The subscription to the Golfing Society is 10s. a year, 
and all Incorporated Accountants and Students are 
invited to join. Application should be made to the Joint 
Honorary Secretaries, Mr. A. T. Keens and Mr. E. E. 
Edwards, at Incorporated Accountants’ Hall, Victoria 
Embankment, London, W.C.2. 


@bituary. 


MATTHEW M. BRIDSON. 
Mr. Matthew M. Bridson, F.S.A.A., died at his residence 
at Colby, near Douglas, Isle of Man, on Tuesday, 
March 3rd, at the advanced age of 87 years. “He was 
a Fellow of the Society of Incorporated Accountants 
and Auditors since the year 1894, and was for over 
forty years secretary to the Isle of Man Harbour Board, 
from which position he retired in 1920. He acted as 
auditor for a number of public companies and boards in 
the Isle of Man, until advancing yeats compelled him to 
retire from active work. He was always “regarded as 
able accountant, and respected for his 


of property which are now taking place is described in 


an exceedingly 
thoroughness, sound judgment, and uprightness. 
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Soriety of Incorporated Accountants and Annual Profits or Gains.* 
~ Auditors. ‘aac BR 
(Sees Beak.) A Lecrure delivered before the Birmingham and 
Annual Report. Midland Society of Incorporated Accountants by 


The Council have pleasure in presenting the fifty-first 
eee he Se Institute of Accountants 
(the Sco’ Branch of the Society). 


The Council record with the deaths of the follow- 
ing members: Mr. cAlister, a member of the 
Scottish Institute, , Since 1899, a member of the 


Society, who occupied a leading position in the profession 
in Glasgow ; Mr. Andrew Robertson Weir, who did good 
pghe Soden of the Glew Sane coed 
was a strong supporter o iw rpora’ 
ts’ Society, and, at the time of his 
death, President of that Society. 

An increasing number of clerks articled to members 
falls to be recorded. The number of candidates attending 
the examinations held at Glasgow in May and November, 
1980, was the in recent years, and the amount of 
examination and other fees paid through the Scottish 
Branch was second highest in the history of the Branch. 

There has also been a substantial increase in the 
membership of the G w and Edinburgh Students’ 
passing of bye-law 24, which 
vides that all candidates for rae ery | of the 


Committee appointed by the 
Trade. After hearing a considerable amount of evidence, 
the Departmental Committee reported against registration. 


The tn sane " 
Honorary Auditors, Mr. Robert Fraser and Mr. 
J. C. McMurray, also retire, but are eligible for re-election. 


MR. P. BARNES, 
Inspector of Tazes. 


Mr. Barnes said: There is an oft-quoted dictum 
by Lord Macnaghten that “‘ Income Tax is a tax on 
Income.” Yet sect. 1, Income Tax Act, 1918, provides 
for a charge on “ property, profits or gains,” and in the 
remainder of that Act what is chargeable to Income Tax 
is described as “* Income,” “ Profits or Gains,” “* Rents 
or Profits,”’ “ Interest,” and it is not possible to base 
any conclusive arguments from the expression used in 
any particular instance. 

This evening we are concerned with “‘ Annual Profits 
or Gains” chargeable under Schedule D. You will 
remember that Schedule D comprises annual profits or 
gains froma property, trades, &c., and all interest, 
annuities and other annual profits or gains not charged 
in the other schedules. You will have noted all interest, 
i.e., interest without the qualification annual is chargeable 
and that other profits or gains chargeable are qualified 
by the word annual. Profits and gains are equivalent 
terms, said the Master of the Rolls in the case of 
The Port of London Authority v. Commissioners of Inland 
Revenue (12 T.C., 187). 

It is impossible to understand the difficulties and to 
appreciate the way in which the Courts have solved them 
without a careful study of the cases. But before looking 
at the most important cases, it will be well to get clearly 
in mind what is included in Case I, Schedule D, and 
what is included in Case VI, Schedule D. Case I is 
in respect of any trade not contained in any other 
schedule. Case VI is in respect of the annual profits 
not falling under any of the other cases and not charged 
by virtue of any other schedule. ‘ 

The meaning of trade is defined in sect. 237, Income 
Tax Act, 1918, as trade, manufacture, adventure or 
concern in the nature of trade. The expression “in 
the nature of trade” is now regarded as qualifying 
adventure as well as concern, so that if it is contended that 
the profits of an adventure are assessable to Income 
Tax, it is necessary before the contention can succeed 
to show that the adventure is in the nature of trade. 

Let us take the most important of the cases and consider 
them in historical order. The advantage of historical order 
is that it is possible to trace the development of thought. 

In 1904 a case was taken to the Court of Session 
in Scotland (Californian Copper Syndicate v. Harris 
(5 T.C., 159)). The facts as stated in the head note read : 
Company formed for the purpose, inter alia, of acquiring 
and reselling mining property: after acquiring and working 


.| various property, it resells the whole to a second 


company. There are one or two other facts which are 


Mr. worthy of attention: there was one purchase and there 


were two sales only. The transaction was started in 
the spring of 1901 and the second sale did not take place 
till August, 1908. The Commissioners found that “ the 
property purchased by the company was acquired with 
the object of being resold,” and that “‘ by the purchase 
and resales of their property the company carried on 
an adventure or concern in the nature of trade.” The 


* This lecture is not official and is not issued under the 


authority of the Board of Inland Revenue. 


eel — of a Branch or District Society —o 
mon r passing, or being exempted from, 

Preliminary examination. 

The question of registration for the profession was dealt 

with, and disposed of, : the ~ of the — 

The Council has received a second contribution from 

~ Oe cage Hall towards the oy ag F gene &e. 

y been cordially thanked for 
"7 interest in this connection. ~ ee 
on A number of new books and new editions of books 
‘ recommended for the examinations have been added to 
ih, the Library during the year. 
| The Society is represented on the membership of the 
sh Glasgow Chamber of Commerce by Mr. Robert T. Dunlop 
a and Mr. John A. Gough. 

For many years the Scottish Branch was fortunate in 
ed et thet ae claims were made o te Benovelent 
ng Fund, recent some cases of dependants o 

deceased members fell to be considered, and these were 
ir, Fee ny Ccalt with by the Trustecs of thet fund. The 
re refore commend this fund to the support of 
at the members of the Scottish Branch, either by life member- 
z, ship, donation or annual subscription. 
ia The Council also recommend that all members of the 
Branch, and senior candidates, should be subscribers to 
the Incorporated Accountants’ Journal, the official organ 
Soar Soetety, the annual subscription for which is 
The members of Council who retire by rotation at this 
; time are: Mr. E. Mortimer Brodie, Port Glasgow, 
W. L. Pattullo, Dundee, and Mr. J. Cradock Walker, 
Glasgow, all of whom are eligible for re-election. 
A. Scott Finnie, Aberdeen, also by rotation retires at 
time, and the Council regret that, owing to the state of 
his health, he is unable to continue as a member of Council. 
The Council would place on record their high appreciation 
of services rendered by Mr. Scott Finnie for many years, 
Particularly in the Aberdeen area, and they hope that he 
may be speedily restored to health. For the vacancy 
thus caused Mr. Alexander Davidson, F.S.A.A., Peter- 
head, has been nominated, and his election falls to be ae: 
ee eC 
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purchase railway wagons. The company 

purchased railway wagons in its capacity 
but had never bought any on its own account. 
purchased wagons as a speculation and with a view 
went resale at a profit. It sold the wagons at 
a profit of £2,500, and the Case I assessment on the 
company ineluded this £2,500. On appeal, the Com- 
missioners expressed the opinion that the assessment 
was correctly made. In his judgment, Sankey (J.) said 
that he thought that the law was well settled and that 
the question was whether the profit was a capital profit 


doted | 
é 
i 


(c) the number purchased was large, he came to the 
conclusion that he could not say that the Commissioners 
were wrong and that on this occasion the company did 


——— 


enter upon the business of wagon dealers (Beynon y. 
Ogg (7 T.C., 125)). i 


The three cases we have been considering were 
eases in which the liability was under Case I. veh 
first the purchase and sale of property was held to 
constitute an adventure or concern in the nature of trade, 
In the second, the sale of capital assets was 
as not constituting a trade, while in the third a trans. 
action allied to a company’s ordinary business was held 
to be part of the business. 


In the next case (Ryall v. Hoare (8 T.C., 521)) the 
question arose as to whether a commission was assessable 
under Case VI. It is not necessary to detail the facts because 
Rowlatt (J.), in the course of his judgment, said that 
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a convenient place at which to 
case (Graham v. Green (9 T.C., 309)). 


i 


his sole means of livelihood was, 
years, betting on horses from his private 
starting prices. He was assessed on 
For the Crown it was contended that S.P. 
vocation and that he was assessable 
alternatively, that the profits were annual 
Case VI. Rowlatt (J.) looked at Case VI, the 
were clearly annual. But he said that they 
profits. He looked upon the winning of a 
the way as he looked upon a gift or a 
is no service. There is no increment (there is 
A bet is merely a quite irrational 
that one person should pay another person on 
happening of an event. There is no relevance at 
t and the acquisition of 
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way of finishing up this part of Case VI, let 
ease of Lyons v. Cowcher (10 T.C., 488). 
Ryall v. Hoare (8 T.C., 521), it was held that 


profits of a single underwriting transection are RS 


264 ee 
eee ETE : ee EEE. 
aa Se 2 Petioeien Seteret sealing, a invest. 
ment at a profit and the carrying on of a and 
eame to the conclusion that the profit was made, as 
found by the Commissioners, in the carrying on of a 
trade. 
It will be seen that considerable stress was laid by 
the Commissioners on intention—the property was 
acquired with the object of being resold. There is 
another point that should be noted: from first to last 
the transaction took over two years, so that it was not 
possible to argue that the profits were not annual in 
the sense that the profit was made in less than a year 
and there was fio repetition. 
About five years later, in 1909, a case was taken to the 
pw < "i Mele Kecnalinees toe 2 eas ny Be he would treat the case on the same footing as if a person 
rights of government in 1869 to the Crown in exchange, Se ee ee an eee ee 
inter alia, for a money payment and for a right to claim, | rally iy of his business, 
within fifty years, a twentieth share in certain lands peg ap ewan Te ee 
in the territory as from time to time the lands were|§ ank. I Her Ja ge noni a 
settled. The lands granted to the company in putsuance gifts ana the t — aceretion, 
sold from time to time, and the Fayre meme of & as not boty 
partly in payment of dividends included in the description profit or gain. He then said 
of capital The Revenue sought | *t Profit of gain means something in the nature of 
receipts as assessable ie the | terest or fruit as opposed to principal or tree, and 
any deduction for original expressed the opinion that “ profit or gain” includes 
the judgment of the Master of |"" *™@olument by virtue of some service rendered by 
of the decision: “ The way of action or permission or both. In a su 
nae 9 can be regarded as | °*%* (Graham v. Green (9 T.C., 808), 
‘te the eamipbay dem eave t= again, he said that the 
on a trade or business. In my opinion it cannot. ete eee 
company are doing no more than an ordinary landowner | “"*,™<2ning of the word annual, é.c., itty 
does who is minded to sell from time to time, as pur- particular collocation. He gave as possible meanings 
chasers offer, portions suitable for building of an estate scoga ftrcernn fier~AewAnonny igs 
which has devolved upon him from his ancestors. 1|3°@ °F calculated with reference 3 
am unable 6 sttach any weight to the circumstance |*2¢% Possible meanings, he said that he tho | 
that large sales are made every year. This is not a case daneal could qnly mean “ts any year, and th 
where land is from time to time purchased with a view| Profits or gains" means © profits or gains fi 
ro . 
to le: the y are only rid by sale as|*5 succession 0 years comes - 
| at an they reesonnbly can of land which they seqeived | EE Aron todcea | 
Fac ath a. censideeation for the surrender of their income from bank deposit interest. Apart from. this 
* 
Again, there is the antithesis between realising an at | 
asset—even though there are numerous sales—and the 
earrying on of a trade. With the commencement of 
the. War there was an increase in the opportunities of 
making profits by means of transactions rather outside 
but: allied to a trader’s ordinary business. About the 
1914 a company whose usual business was that of 
, ship and insurance brokers, and sole 1 
agents for various colliery companies, made a 1 
i 
| 7 
. The event does not produce the property 5 
winning of a bet does not result in a 8 
assessable to Income Tax. The reaso I 
; his Lordship to the conclusion that you u 
S.P. betting into a vocation is inte Q 
close to this evening’s subject. 
on the sale of an investment or whether it was a profit aT i inc el : 
made in the operation of the company’s business. After| Just by 
examining the facts and pointing out that (a) the wagons | us look at ii 
were not bought as plant and machinery for the purpose | Follgwi "1 
of the company’s trade, (b) they were bought for resale, | the ii 
to i : 
an the pro it any) rama in the sense that 88 h 
profit in a year as the succession of years comes round. n 
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for the person who entered into them.” He had no 
difficulty in coming to the conclusion that they were, 


profits.” Atkin (L.J.) (as he then was) said : 

my part I can see no reason to doubt that they are profits 
or gains . . . They arise from having made a real con- 
tract which gives you rights, and then taking advantage 
of that contract, selling the commodity, or the right 
which you have acquired by contract to have delivery 
of that commodity, either to the person who has made 


‘the contract or to somebody else—it does not matter— 


you made a gain. There is no doubt that speculations 
in commodities of this kind are just like speculations 
in shares. They may, under some circumstances, be 
such that you could not reasonably call it an annual 
profit or gain. It may very well be that transactions 
may be so carried out as to be nothing but in the nature 
of temporary investments repeated several times over, 
and something in the nature of capital accretions which 


something in the nature of revenue or income, although 
I also think it plain that it need not be repeated every 
year so as to be a continuous source of income. It may 
come in only as income or revenue in the one year, but 
still it has to be in the nature of an annual profit or gain.” 

To get back to Case I, let us *rn to the case of Martin v. 
Lowry (11 T.C., 297). The 


roplane linen as at June 7th, 1919 
date is important—June 7th, 1919. There were 
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please, that from first to last, i.c., from 
1919, to February 16th, 1920, the whole business 
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the profits of that trade, would be satisfied by there being 
profits falling within the year of charge, upon which the 
system of the Income Tax Acts is based. Im so far as 
the judgment of Mr. Justice Rowlatt in Ryall v. Hoare 
decided a similar point, as I think it did, I concur in 
his conclusion.” ; 
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a About a year before the underwriting commission | linen expert and a staff of clerks. All account books 
ease there was a case (Cooper v. Stubbs (10 T.C., 29)) in| normally used by a trader were kept, exeept purchase 
which two partners in a firm of cotton brokers undertook | books, which were unnecessary. All receipts and pay- 
a series of speculations by way of buying and selling| ments in connection with the linen were 
cotton futures. As cotton brokers, the firm, as a firm,|a separate banking account. Sales proceeded 
had a number of similar dealings. But the dealings by 16th. 1920 w . 
the partners were quite distinct. In their individual 
dealings the partners did not intend to receive or deliver 
cotton. In common parlance, they were speculating injless than nine months. As a matter of 

found that the | quarters ofthe stock was taken by 85 whole lll 
on a trade and held | Belfast and the remainder by various export 
g transactions, the/firms. In all, 4,279 orders were received’ from 
Case VI. The|merchsnts. On appeal, the Special Commissione 
ding the possibility | that tl.ese dealings constituted the carrying on of a 
ras carried on, and| Two points were taken on Martin’s behalf, viz 
Case I. The other | he did not carry on a trade, but only engaged in a 
were assessable | adventure not involving trading operations, 
under Case VI. Warrington (L.J.) (as he then was),/the profits were not “annual.” As regards the 
put the matter in this way: “The question is simply|the Law Lords simply pointed out that the 
whether these dealings and transactions were entered into missioners had found that Martin did cary on « ill 
with a view to producing, in the result, income or revenue/and that there was ample evidence to justify 
epee 
were not “ annual,” the Lord Chancellor agreed with the 
and in his view that was sufficient to make them “ annual | construction put on the word “ annual” by Rowlatt (J.), 
viz, “ profits or gains in any one year as the succession 
of years comes round.” Lord Summer was rather more 
cautious. He said: “I would point out that the nature 
of the trade, as described in the case stated, was such 
as to show that there was at the outset every possibility 
of repeated trading operations and a considerable chance 
of their lasting over a protracted period; and I do not 
ES | question that the word “annual,” in connection with 
could not be brought within the title or meaning of | tm chis tuchee month, eek alae ae 
“annual profit or gain,” which to my mind must mean | +). profits were “ pamnerst Y™ 
Next we come to a case (Pickford v. Quirke (13 T.C. 
251)) in which one man had four transactions. In each 
case he was associated with others, though not the same 
people in each transaction. Thus, A and B in one, 
A and C in the second, A and D in the third, and A and E 
in the fourth. Briefly, in conjunction with his associates, 
he bought cotton mills and sold them again. The Special 
was @ wholesale agricultural machinery merchant. He| Commissioners held that each of these transactions con- 
had never had any connection with the linen trade, | sidered separately was a capital transaction, so that 
but he purchased from the Government the whole of the profits made by B, C, D and E, were not assessable. 
ge ay ne 
—he together, did constitute a trade. The decision of the 
some 44 million yards. The price was a flat rate per) Special Commissioners was confirmed in the Court of 
yard and the contract provided that Martin should| Appeal. The really interesting point in the ease is 
take delivery of the whole stocks at the depots where/that two men jointly may carry out a speculation and 
stored within six months from June 18th, 1919, that he| make a profit. One may not be assessable on his share, 
should pay cash with each order for delivery, and on| whereas the other may have to include the profit with 
December 18th, 1919, pay for any balance of goods still the profits of other trading transactions, and so be 
ope ihe Saeed Sam bie own seenunaee  Grpecs required to pay tax on it. 
}000 required by the contract, the balance o: Two cases in each of which there was one purchase 
fim aust money being provided out of cash received bY! only and one sale only are interesting as showing What 
orders. may constitute a* adventure in the nature of trade. 
He first tried to sell the whole of the linen to Belfast | In Inland Revenue ¢. Livingston (11 T.C., 588) three men, 
linen manufacturers outright, but he failed to do so.| viz, a ship repairer, a blacksmith and a fish salesmen’s 
Then he sought to bring pressure on them by placing the employee, purchased as a joint venture a cargo vessel 
linen on sale to the public. In pursuance of this policy| with a view to converting it into a steam-drifter and 

7 he embarked on an extensive advertising campaign, | reselling it. They were not connected in business and 

Tented offices and engaged an advertising manager, a|they had never previously bought a ship. Extensive 
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repairs and alterations to the ship were carried out by 
_ the orders of these three men, the first two, i.e., the 
ship repairer and the blacksmith, were employed in the 
- work in their ordinary capacities and at ordinary trade 
rates. Within four months of the purchase they re-sold 
. the vessel at a profit. The General Commissioners 
. discharged the assessment. In the Court of Session 
(Scotland) the Lord President said: ‘It is well settled 
that profits made from a trade carried on for less than 
- @ year are ‘annual’ profits in the sense of the Income 
Tax Act.” He then proceeded to explain the 

of “in the nature of trade.” He said that the test, 
which must be used to determine whether a venture such 
_ a8 this is, or is not, “‘ in the nature of trade,” is whether 
the operations involved in it are of the same kind, 
and carried on in the same way, as those which are 
characteristic of ordinary trading in the line of business 
_in which the venture was made. He pointed out the 
purchase of a second-hand vessel and its conversion into 
a marketable drifter are operations which characterise 
the trade of converting and refitting second-hand articles 
for sale, and he came to the conclusion that the venture 
was in the nature of trade. He finished by saying: 
_““The profit made by the venture arose, not from the 
mere appreciation of the capital value of an isolated 
purchase for resale, but from the expenditure on the 
subject purchased of money laid out upon it for the 
purpose of marketing it at a profit.” 

In the other case (Rutledge v. Inland Revenue (14 T.C., 
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Case I on the strength of a Commissioner's finding that 
the transaction was an adventure in the nature of trade. 


to profit, but (6) the transaction was not in the nature 
of trade. 

In the Court of Appeal, Lawrence (L.J.), gave it as his 
opinion that in the case of an isolated transaction of the 
sale and resale of property, there is really no middle 
course open. It is either an adventure in the nature 
of trade or else it is simply a case of sale and resale of 
property. The House of Lords agreed with this view, 
Lord Macmillan could see no half-way house between a 
profit of trade and an accretion of capital. He said: 
“The difficulty which here confronts the Crown is that 
the profit made by the respondent was the result of an 
isolated transaction of sale, but not of a transaction by 
way of trade, and it is not easy to see how the profit on 
an isolated sale which is not a trading transaction can 
be other than a capital accretion and so outside the 
category of annual profits or gains.” 

The decision in Cooper v. Stubbs (10 T.C., 29) was 
distinguished in view of the numerous transactions in 
that case. It appears that the House of Lords still 
regards profits made from a series of dealings or trans- 
actions entered into with a view to producing income 
or revenue as coming within Case VI, i.c., if they do not 
come within Case I. 

A passage from Lord Warrington’s speech is, I think, 
a fair summary: “The nature of the profit must in 
each case be considered. If it arises from a trade within 
the definition of the Act no difficulty occurs [i.c., the 
profits are assessable Case I]. If it does not, I know of no 
better criterion than that adopted by the majority of the 
Court of Appeal in Cooper v. Stubbs (10 T.C., 29). . . . 
Annual profit or gain is, to my mind, something which 
is in the nature of revenue or income.” To sum up 
very briefly :— 

(1) Profits of trades (including adventures or concerns 
in the nature of trade) are assessable Case I. 

(2) Profits from a series of transactions, if not assess- 
able under Case I, may be assessable under Case VI. 

(3) Sums earned in respect of services rendered and 
sums received as consideration for the use (even if 
temporary) of assets if not assessable under some other 
Schedule are assessable under Case VI. 

I must end with the usual disclaimer. This paper is 
not official, and it does not necessarily represent anything 
more than my personal views. 


Assoriation of Scottish Cbartered 
Accountants in Zondon. 


The twenty-third annual dinner of the Association of 
Scottish Chartered Accountants. in London was heldon 
March 5th at the Trocadero Restaurant, when Sir William 
McLintock, G.B.E., C.V.O., Chairman of the Association, 
presided. Among those present were Mr. Peter Rintotl, 
Chairman, Joint Committee of Councils, Chartered 
Accountants of Scotland; Mr. J. Courtney Shiels, 
President, Society of Accountants in Edinburgh ; Sir 
Campbell Stuart, K.B.E. ; Mr. D. A. Richmond, President, 


Institute of Accountants and Actuaries in Glasgow ; Mr. 


Henry Morgan, President of the Society of Incorporated 
Accountants and Auditors; Mr. Edward Wilshaw, 
President, Chartered Institute of Secretaries; Mr. 
Clement Davies, K.C., M.P.; Mr. J. Gibson Jarvie, 
Mr. C. Reid, C.A., D.S.O., Mr. G. Addison Scott, 


L.C.C., Mr. Andrew Binnie, C.A., F.C.A., Mr. W. Ae 
Henderson, C.A., and Mr. J. Wood, C.A., Hon. Secretary 
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490)) a moneylender who had been interested in various 
businesses went to Berlin in 1920 on business. When 
there he was offered an opportunity of purchasing very I 
cheaply a large quantity of paper. He effected the 
purchase and within a short time of his return to this 
country sold the whole consignment to one person at a 
considerable profit. The Lord President first charac- 
; terised the transaction as an adventure and then said : 
“It is no doubt true that the question whether a par- 
ticular adventure is ‘ in the nature of trade’ or not must 
depend on its character and circumstances, but if—as in 
the present case—the purchase is made for no purpose 
except that of resale at a profit, there seems little difficulty 
in arriving at the conclusion that the deal was ‘in the 
nature of trade,’ though it may be wholly insufficient 
to constitute by itself a trade.” 
| ee 
ee 
was not a coficern in the nature of trade. 
The proposition put forward by the Crown; was that, 
where a purchase is made with the object of resale at 
a profit and not with any object of investment, then even 
if the transaction is not a concern in the nature of trade, 
nevertheless the profit is assessable under Case VI. 
Up to this time the Revenue had succeeded in taxing 
action could be assessed under Case VI if it was clear 
that (a) the transaction was entered into with a view 
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There was no formal toast list, but during the course of 


the evening some informal speeches were given. 

The Chairman (Sir William McLintock) said that the 
Institute of Chartered Accountants in England and 
Wales numbered about 9,000 members, the Society of 

rated Accountants and Auditors about 5,500, 
and the Scottish Chartered Accountants about 3,000. 
Probably not more than half the members of the three 
Scottish Societies remained in their native land; nearly 
600 were to be found in London. Scotland’s export of 
qualified accountants was not offset by imports from 
any other part of the United Kingdom. The Association 
in London owed much of its recent progress to Mr. Ivan 
Spens. It was now fully recognised by the three parent 
societies, and had a representative on the Joint Committee 
of Councils in Scotland. 
* Sir Campbell Stuart, K.B.E., proposed the toast of 
“The Association of Scottish Chartered Accountants in 
London,” and Mr. Andrew Binnie responded. 

The Chairman then proposed “ Parent Societies and 
Allied Bodies,” the Presidents of which they were happy 
to welcome. Replies were made by Mr. J. Courtney 
Shiells (President, Society of Accountants in Edinburgh), 
Mr. Peter Rintoul (Chairman, Joint Committee of 
Councils of the Chartered Accountants of Scotland), and 
Mr. Henry Morgan (President, Society of Incorporated 
Accountants and Auditors). 

The toast of ‘*‘ The Guests ” was proposed by Mr. W. A. 
Henderson. Mr. Clement Davies, K.C., M.P., responded. 


District Bocieties of Bneorporated 
Accountants. 


SOUTH WALES AND MONMOUTHSHIRE. 

At a meeting held at Cardiff last month under the 
joint auspices of the Incorporated Accountants’ and 
the Chartered Institute of Secretaries’ South Wales and 


and the charges of oppression by the officials would be 
The taxpayer showed an appalling lack of in- 
the way his money was expended and still less 
in the way it was collected, and often his anxiety to pay 
Without inquiry to “ get it off his chest” cost him very 
dearly. The average taxpayer could not be expected 
to be skilled in taxation law and practice, but professional 
from qualified accountants showed that the sooner 
vice was sought the less it cost the taxpayer. 

Lecturer explained that the term “ Back Duty” 
to all taxes in respect of which it was too late 
authorities to make assessments. The investiga- 
cases was a favourite pastime of the officials, 
accountants and company secretaries found it neces- 
to understand the whole of the law and practice 
to these settlements with the Revenue. Owing 
weakness of the law on the point, the “ settlement ” 
resolved itself into the making of an offer to 
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should be paid; in fact the practitioner had to assume 
almost judicial powers in most of these cases. 

Mr. Staples dealt in detail with the psychological side 
of the subject, and emphasised that the training of officials 
made it difficult for them to realise the manifold degrees 
of guilt and of mitigation which were evident. Hardly 
any two cases were alike in circumstances, and the frailty 
of the human mind, the elasticity of the conscience, and 
the varieties of opportunity, had all to be kept well in 
view. 

The speaker expressed the view that hundreds of tax- 
payers who, for one reason or another, had underpaid 
in the past, would be only too glad to relieve their con- 
sciences of the burden, and suggested that the Chancellor 
of the Exchequer should set aside a period—say two 
years—as a “ time sanctuary for taxpayers ” during which 
any person who made a voluntary confession would be 
exempt from all penalties or public proceedings, provided 
that restitution of all under-assessments were made. 
The speaker estimated that, if such a scheme were given 
sufficient publicity, the Revenue would reap a harvest. 

Mr. Staples dealt in detail with the technical side of 
the subject, the penalties which the Revenue Authorities 
could claim, and what he described as a totally different 
matter, what they would be likely to claim, and pointed 
to certain legal loopholes which might be of assistance 
to the practitioner faced with these cases. 

Mr. Staples emphasised the importance of the taxpayer 
facing his moral—as well as his legal—liability to the 
State, and dealt with the respective duties of the account- 
ant and the company secretary on discovering that 
inaccurate returns of income had been made for tax 
purposes in cases in which they were concerned. 


WEST OF ENGLAND. 
ANNUAL MEETING. 

The annual general meeting was held at the Royal 
Hotel, Bristol, on Monday, March 9th, when Mr. H. M. B. 
Ker (President) presided over a good attendance of 
members. In proposing the adoption of the annual 
report and financial statement, the President made 
special reference to the increased membership and the 
success of the lectures. The report, which is summarised 
below, was adopted, and the following Officers and 
Committee were elected for the ensuing year :—President, 
Mr. H. M. B. Ker; Vice-President, Mr. S. Foster; Hon. 


.| Auditor, Mr. C. B. Steed; Hon. Secretary, Mr. F. A. 


Webber ; Committee, Mr. C. W. Clark, Mr. G. J. Barron- 
Curtis, Mr. S. Foster, Mr. E. S. Hare, Mr. H. O. Johnson, 
Mr. H. M. B. Ker, Mr. F. P. Leach, Mr. C. B. Steed, 
Mr. F. A. Webber. 

A vote of thanks was accorded the Officers and 
Committee for their services during the year. 

Report. 

The Committee have pleasure in presenting the report 
of the work of the Society for the year ended December 


Sist, 1930. 
MEMBERSHIP. 

The total membership to date is 258, represented 
by 60 Fellows, 118 Associates, 80 Students. This is an 
increase of 59 over the preceding year, and includes 
47 new student members. 

The attention of all members is directed to Bye-law 24, 
which has been amended. 


At Bristol— 


lp sum, and it was one of the most difficult and 
duties of the accountant to decide what amount 


“Executorship Law and Accounts,” by Me. C. A. Sales, 
“LLB. FSAA. Se Sage . 
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Monmouthshire District Societies, Mr. Ronald Staples, the 
Editor of “ Taxation,” gave a lecture on “ Income Tax— 
Back Duty.” The chair was taken by Mr. W. J. Pallot, 
FS.A.A., the President of the former Society, supported 
| by Mr. T. C. Warren Evans, Vice-President of the latter 
Mr. Staples declared that one of the greatest failings 
of the British taxpayer was that he was too willing to pay 
If the taxpayer took a more intelligent interest in the 
justice or otherwise of the demands made upon him by 
the Revenue Officials there would be far less discontent, 
| 
| 
ee 
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The following lectures were given :— : 
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repairs and alterations to the ship were carried out by 
’ men, the first two, i.e., the 
ship repairer and the blacksmith, were employed in the 
_ work in their ordinary capacities and at ordinary trade 
rates. Within four months of the purchase they re-sold 
: at profit. The General Commissioners 
_ discharged the assessment. In the Court of Session 
the Lord President said: ‘It is well settled 
that profits made from a trade carried on for less than 
annual’ profits in the sense of the Income 
Tax Act.” He then proceeded to explain the 
of “in the nature of trade.” He said that the test, 
which must be used to determine whether a venture such 
as this is, or is not, “‘ in the nature of trade,” is whether 
operations involved in it are of the same kind, 


F 
; 
i 


purchase of a second-hand vessel and its conversion into 
a marketable drifter are operations which characterise 
the trade of converting and refitting second-hand articles 
for sale, and he came to the conclusion that the venture 
was in the nature of trade. He finished by saying: 
_“The profit made by the venture arose, not from the 
mere appreciation of the capital value of an isolated 
purchase for resale, but from the expenditure on the 
subject purchased of money laid out upon it for the 
purpose of marketing it at a profit.” 

In the other case (Rutledge v. Inland Revenue (14 T.C., 
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reported cases that I have not touched 
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a profit and not with any object of investment, then even 


But it was not clear whether the profits of such a ‘trans- 
action could be assessed under Case VI if it was clear 
that (a) the transaction was entered into with a view 


to profit, but (b) the transaction was not in the nature 
of trade. 

In the Court of Appeal, Lawrence (L.J.), gave it as his 
opinion that in the case of an isolated transaction of the 
sale and resale of property, there is really no middle 
course open. It is either an adventure in the nature 
of trade or else it is simply a case of sale and resale of 
property. The House of Lords agreed with this view, 
Lord Macmillan could see no half-way house between a 
profit of trade and an accretion of capital. He said: 
“The difficulty which here confronts the Crown is that 
the profit made by the respondent was the result of an 
isolated transaction of sale, but not of a transaction by 
way of trade, and it is not easy to see how the profit on 
an isolated sale which is not a trading transaction can 
be other than a capital accretion and so outside the 
category of annual profits or gains.” 

The decision in Cooper v. Stubbs (10 T.C., 29) was 
distinguished in view of the numerous transactions in 
that case. It appears that the House of Lords still 
regards profits made from a series of dealings or trans- 
actions entered into with a view to producing income 
or revenue as coming within Case VI, i.c., if they do not 
come within Case I, 

A passage from Lord Warrington’s speech is, I think, 
a fair summary: “The nature of the profit must in 
each case be considered. If it arises from a trade within 
the definition of the Act no difficulty occurs [i.c., the 
profits are assessable Case I]. If it does not, I know of no 
better criterion than that adopted by the majority of the 
Court of Appeal in Cooper v. Stubbs (10 T.C., 29). . . . 


very | Annual profit or gain is, to my mind, something which 


is in the nature of revenue or income.” To sum up 
very briefly :— 

(1) Profits of trades (including adventures or concerns 
in the nature of trade) are assessable Case I. 

(2) Profits from a series of transactions, if not assess- 
able under Case I, may be assessable under Case VI. 

(8) Sums earned in respect of services rendered and 
sums received as consideration for the use (even if 
temporary) of assets if not assessable under some other 
Schedule are assessable under Case VI. 

I must end with the usual disclaimer. This paper is 
not official, and it does not necessarily represent anything 
more than my personal views. 


Association of Scottish Chartered 
Accountants in ®ondon. 


The twenty-third annual dinner of the Association of 
Scottish Chartered Accountants.in London was heldon 
March 5th at the Trocadero Restaurant, when Sir William 
McLintock, G.B.E., C.V.O., Chairman of the Association, 
presided. Among those present were Mr. Peter Rintoul, 
Chairman, Joint Committee of Councils, Chartered 
Accountants of Scotland; Mr. J. Courtney Shiells, 
President, Society of Accountants in Edinburgh ; Sir 
Campbell Stuart, K.B.E. ; Mr. D. A. Richmond, President, 


Institute of Accountants and Actuaries in Glasgow ; Mr. 
Henry Morgan, President of the Society of Incorporated 


Accountants and Auditors; Mr. Edward Wilshaw, 
President, Chartered Institute of Secretaries; Mr. 
Clement Davies, K.C., M.P.; Mr. J. Gibson Jarvie, 


Mr. C. Reid, C.A., D.S.O., Mr. G. Addison Scott, CA» 


L.C.C., Mr. Andrew Binnie, C.A., F.C.A., Mr. W. A. 
Henderson, C.A., Mr. ‘J. Wood, C.A., Hon. Secretary 
of tlie Association: = Sass 
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and carried on in the same way, as those which are 
characteristic of ordinary trading in the line of business 
_in which the venture was made. He pointed out the 
490)) a moneylender who had been interested in various 
businesses went to Berlin in 1920 on business. When 
there he was offered an opportunity of purchasing Z 
cheaply a large quantity of paper. He effected the 
purchase and within a short time of his return to this 
country sold the whole consignment to one person at a 
considerable profit. The Lord President first charac- 
terised the transaction as an adventure and then said : 
“It is no doubt true that the question whether a par- 
ticular adventure is ‘ in the nature of trade’ or not must 
depend on its character and circumstances, but if—as in 
the present case—the purchase is made for no purpose 
except that of resale at a profit, there seems little difficulty 
in arriving at the conclusion that the deal was ‘in the 
nature of trade,’ though it may be wholly insufficient 
to constitute by itself a trade.” 

le 

tate. 
ee ... 
assessed on his one-quarter share of the profits. The 

General Commissioners found that the options were 
acquired with a view to resale at a profit, but that this 
was not a concern in the nature of trade. 

The proposition put forward by the Crown; was that, 
where a purchase is made with the object of resale at 
ee 
if the transaction is not a concern in the nature of trade, 
nevertheless the profit is assessable under Case VI. 
Up to this time the Revenue had succeeded in taxing 
_ the profits of a one-purchase, one-sale transaction under 
Case I on the strength of a Commissioner’s finding that 
the transaction was an adventure in the nature of trade. 

fi 
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There was no formal toast list, but during the course of 


the evening some informal speeches were given. 

The Chairman (Sir William McLintock) said that the 
Institute of Chartered Accountants in England and 
Wales numbered about 9,000 members, the Society of 

ted Accountants and Auditors about 5,500, 
and the Scottish Chartered Accountants about 3,000. 
Probably not more than half the members of the three 
Scottish Societies remained in their native land; nearly 
600 were to be found in London. Scotland’s export of 
qualified accountants was not offset by imports from 
any other part of the United Kingdom. The Association 
in London owed much of its recent progress to Mr. Ivan 

It was now fully recognised by the three parent 
societies, and had a representative on the Joint Committee 
of Councils in Scotland. 
~ Sir Campbell Stuart, K.B.E., proposed the toast of 
“The Association of Scottish Chartered Accountants in 
London,” and Mr. Andrew Binnie responded. 

The Chairman then proposed “ Parent Societies and 
Allied Bodies,” the Presidents of which they were happy 
to welcome. Replies were made by Mr. J. Courtney 
Shiells (President, Society of Accountants in Edinburgh), 
Mr. Peter Rintoul (Chairman, Joint Committee of 
Councils of the Chartered Accountants of Scotland), and 
Mr. Henry Morgan (President, Society of Incorporated 
Accountants and Auditors). 

The toast of ‘“‘ The Guests "’ was proposed by Mr. W. A. 
Henderson. Mr. Clement Davies, K.C., M.P., responded. 


District Societies of Incorporated 
Accountants. 


SOUTH WALES AND MONMOUTHSHIRE. 

At a meeting held at Cardiff last month under the 
joint auspices of the Incorporated Accountants’ and 
the Chartered Institute of Secretaries’ South Wales and 
Monmouthshire District Societies, Mr. Ronald Staples, the 
Editor of “ Taxation,” gave a lecture on “‘ Income Tax— 
Back Duty.” The chair was taken by Mr. W. J. Pallot, 
FS.A.A., the President of the former Society, supported 
by Mr. T. C. Warren Evans, Vice-President of the latter 


Mr. S declared that one of the greatest failings 
of the British taxpayer was that he was too willing to pay. 
If the taxpayer took a more intelligent interest in the 
justice or otherwise of the demands made upon him b 
the Revenue Officials there would be far less discontent, 
and the charges of oppression by the officials would be 
fewer. The taxpayer showed an appalling lack of in- 
terest in the way his money was expended and still less 
in the way it was collected, and often his anxiety to pay 


dearly. The average taxpayer could not be expected 
tobe skilled in taxation law and practice, but professional 
advice from qualified accountants showed that the sooner 
was sought the less it cost the taxpayer. 

r explained that the term “‘ Back Duty” 
to all taxes in respect of which it was too late 
to make assessments. The investiga- 
a favourite pastime of the officials, 
tants and company secretaries found it neces- 
to understand the whole of the law and practice 
to these settlements with the Revenue. Owing 
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weakness of the law on the point, the “ settlement ” 
tly resolved itself into the making of an offer to 
pay 8 lump sum, and it was one of the most difficult and 
delicate duties of the accountant to decide what amount 


i 


should be paid; in fact the practitioner had to assume 
almost judicial powers in most of these cases. 

Mr. Staples dealt in detail with the psychological side 
of the subject, and emphasised that the training of officials 
made it difficult for them to realise the manifold degrees 
of guilt and of mitigation which were evident. Hardly 
any two cases were alike in circumstances, and the frailty 
of the human mind, the elasticity of the conscience, and 
the varieties of opportunity, had all to be kept well in 
view. | 

The speaker expressed the view that hundreds of tax- 
payers who, for one reason or another, had underpaid 
in the past, would be only too glad to relieve their con- 
sciences of the burden, and suggested that the Chancellor 
of the Exchequer should set aside a period—say two 
years—as a “ time sanctuary for taxpayers ” during which 
any person who made a voluntary confession would be 
exempt from all penalties or public proceedings, provided 
that restitution of all under-assessments were made. 
The speaker estimated that, if such a scheme were given 
sufficient publicity, the Revenue would reap a harvest. 

Mr. Staples dealt in detail with the technical side of 
the subject, the penalties which the Revenue Authorities 
could claim, and what he described as a totally different 
matter, what they would be tikely to claim, and pointed 
to certain legal loopholes which might be of assistance 
to the practitioner faced with these cases. 

Mr. Staples emphasised the importance of the taxpayer 
facing his moral—as well as his legal—liability to the 
State, and dealt with the respective duties of the account- 
ant and the company secretary on discovering that 
inaccurate returns of income had been made for tax 
purposes in cases in which they were concerned. 


WEST OF ENGLAND. 
ANNUAL MEETING. 

The annual general meeting was held at the Royal 
Hotel, Bristol, on Monday, March 9th, when Mr. H. M. B. 
Ker (President) presided over a good attendance of 
members. In proposing the adoption of the annual 
report and financial statement, the President made 
special reference to the increased membership and the 
success of the lectures. The report, which is summarised 
below, was adopted, and the following Officers and 
Committee were elected for the ensuing year :—President, 
Mr. H. M. B. Ker; Vice-President, Mr. S. Foster; Hon. 
Auditor, Mr. C. B. Steed; Hon. Secretary, Mr. F. A. 
Webber ; Committee, Mr. C. W. Clark, Mr. G. J. Barron- 
Curtis, Mr. S. Foster, Mr. E. S. Hare, Mr. H. O. Johnson, 
Mr. H. M. B. Ker, Mr. F. P. Leach, Mr. C. B. Steed, 
Mr. F. A. Webber. 

A vote of thanks was accorded the Officers and 
Committee for their services during the year. 

Report. 

The Committee have pleasure in presenting the report 
of the work of the Society for the year ended December 
Sist, 1930. f 

MEMBERSHIP. 

The total membership to date is 258, represented 
by 60 Fellows, 118 Associates, 80 Students. This is an 
increase of 59 over the preceding year, and includes 
47 new student members. 

The attention of all members is directed to Bye-law 24, 
which has been amended. 


“Executorship Law and. Accounts,” by Me. C. A. Sales, . 
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“The Companies Act, 1929—Alterations affecting Com- 
B wv Soe by Mr. W. H. Grainger, 

“ Income Tax,” by Mr. C. W. Legge, F.S.A.A. 

“Executorship Law and Accounts,” by Mr. W. H. 
Grainger, F.S.A.A. 

“Duties and Liabilities of Auditors,” by Mr. W. H. 
Grainger, F.S.A.A. 

“The Law of Contract,” by Mr. W. S. Scammell, 
LL.B., M.C. 

At Exeter— 

“Executorship Law and Accounts,” by Mr. W. H. 
Grainger, F.S.A.A. 

At Gloucester— 


“Duties and Liabilities of Auditors,” by Mr. W. H. 

Grainger, F.S.A.A. 

At Plymouth— 
“Executorship Law and Accounts,” by Mr. W. H. 

Grainger, F.S.A.A. 

At Taunton— 
“The Law of Contract,” by Mr. W. S. Scammell, 

_  LLB., M.C. 

* Cost Accounts,”” by Mr. H. E. Davis, F.S.A.A., M.C. 

The lectures were well attended and the discussion 
which followed each lecture was of practical interest. 
It will be noticed that the lectures have been considerably 
extended and the Committee hope to make this work of 
the Society still more useful to the student members. 

Liprary. 
ts have been made for the transfer of the 
Library to the offices of the Honorary Secretary, and the 
Committee are giving consideration to the purchase of 
recent editions of text and reference books for the use 
of members and students. 
: EXAMINATIONS. 

Eighteen student members were successful at the 
examinations of the Parent Society, five in the Final 
and thirteen in the Intermediate. 

CONFERENCE. 

The District Society was represented by the Honorary 
Secretary at a Conference held in London on May 20th, 
when many matters of interest in the working of the 
District Societies Scheme were discussed. A _ special 
committee was appointed to draft a form of model rules. 

- Dunner. 

The official dinner of the Society was held on 
October 16th, and was very successful. The President, 
Alderman H. M. B. Ker, F.S.A.A., J.P., presided over 
a large attendance. 

Advantage was taken of the occasion to present the 
Honorary Secretary with a pair of silver candelabra 
in appreciation of his valuable services to the District 
Society extending over ten years. 

COMMITTEE. 

The retiring members of the Committee are Mr. 
H. M. B. Ker, Mr. F. P. Leach and Mr. H. O. Johnson. 
TOD oe UNE ier Ceteives Sie soe. 


PUBLIC AUDITORS 
Under the Friendly and Industrial and Provident Societies Acts. 


* The following names of Accountants are 


Incorporated 
supplementary to the list of Public Auditors published 
in our February issue :— 

Davis, R., 28, High Street, Swindon. 
Fox, W. H., Drury Chambers, Market Square, North- 


ampton. 
Lazensy, H., Wilsons Chambers, 7, Greek Street, Leeds. 
Wit11ams, E. Ciarxe, 65, Oxford Street, Whitstable. . 


LEAGUE OF NATIONS. _ 


International Conference on ‘ Bills 
and Cheques.” xe sane 

The Second Session of the International Conference 
for the Unification of Laws on Bills of Exchange, Pro- 
missory Notes and Cheques sat at Geneva from February 
28rd to March 19th, under the presidency of M. Limburg 
(Netherlands), adopting various acts for the unification 
of laws of the Continental type on cheques. For many 
years it has been recognised that it is only possible to 

laws of the Continental type, without touching those 
of Anglo-Saxon type. 

The Conference was attended by twenty-six States 
(Austria, Belgium, Czecho-Slovakia, Denmark, Free City 
of Danzig, Finland, France, Germany, Great Britain, 
Greece, Hungary, Italy, Japan, Latvia, Luxemburg, 
Monaco, the Netherlands, Norway, Poland, Portugal, 
Roumania, Spain, Sweden, Switzerland, Turkey and 
Yugoslavia). The United States of America and Mexico 
sent observers. 

Representatives of the Economic Committee, the Inter- 
national Chamber of Commerce, and the Rome Institute 
for the Unification of Private Law also attended in a 
consultative capacity. 

The Conference adopted four texts :— 

1. A Convention providing uniform regulations for 
cheques (with a Protocol, Annexes and a Final Act). 

2. A Convention for the settlement of certain 
conflicts of laws in connection with cheques (with 
a Protocol). 

3. A Convention on the stamp laws in connectiou 
with cheques (with a Protocol). 

4. The Final Act of the Conference. 

These texts, like those adopted in connection with bills 
of exchange and promissory notes in June, 1930, were 
signed at the close of the Conference. 

The Conference had been carefully prepared by various 
groups of experts, and in the last instance by a Committee 
of Experts summoned by the Economic Committee of 
the League of Nations, which had established as a basis 
of discussion regulations on cheques and conventions 


on conflicts of laws on this subject. These texts were 


thus based on earlier work, in particular on the Hague 
Convention of 1912 on the same subject. 


The interval between the Conference on bills of exchange 


and promissory notes in June, 1930, and the present 
meeting was employed by a consultation of Governments. 
The Conference adopted a report submitted by its drafting 
Committee which explains the purpose of the provisions 
of the Convention and provides an authoritative inter- 
pretation of its clauses. This report describes the work 
accomplished in the present Conference as follows :— 
“The unification of laws concerning cheques Was 
envisaged by the second Hague Conference in 1912, 
but without immediate result. No convention was 
drawn up on the point, but the Conference drew up 
resolutions containing certain regulations concerning 
cheques and recommended these to the states for 
adoption. 
“These regulations were used by the Committee 
of Experts of the League of Nations as a basis for its 
draft Uniform Law concerning cheques and its draft 
Convention regulating conflicts of law on this subject. 
“ Here, as in its work with bills of exchange, the 
Geneva Conference took the text drawn up by the 
experts and certain observations made by the Inter 
national Chamber of Commerce for the basis of its 
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work ; but though a path had already been made by 
the work of the Conference in connection with bills 
of exchange, the study of cheques presented special 
@fficulties. It is, perhaps, useful to examine these 
@fficulties to discover the chief reasons for their 


“One of these reasons lies obviously in the fact 
that the cheque is of much more recent date than the 
bill of exchange. Certain countries have not even 
now any special law relating to cheques, while in 
other countries such laws as exist are not more than 


others—explain 
why the task of making uniform regulations for 
cheques has been much more difficult than the work 


difficulties attached to the work were themselves a 
proof of how necessary it was to do this work in order 
that the existing divergencies in usages connected 
with cheques may not become even more marked. 
“In method the Conference followed the same 
ptinciples as in its work with bills of exchange. The 
Convention which binds its signatories to make the 
Uniform Law part of their national legislation 
provides that the Convention may be repudiated 
two years after it comes into force, such repudiation 
to come into effect a year after it has been declared. 
Further reservation is made of ‘urgent cases,’ 
which are left to the judgment of each State. In 
this case—which it is to be hoped will not arise— 
repudiation may be made immediately and may come 
into effect at once. This system, which has been 
followed in connection with bills of exchange, results 
in a real and effective unification, since the Uniform 
Law contained in the text of the Convention must be 
incorporated into the legislation of each country, 
and at the same time permits the Parliaments to 
preserve their right to modify an internal law should 
necessity arise.” 


The instruments established by the Conference for the 
purpose of putting this system into effect are, as in the 
System set up for bills of exchange, three in number, 
of which the first contains two annexes. 

A.—A Convention whereby the parties undertake to 


as it stands the uniform text known as the 


_ in the Uniform Law dealing with bills of exchange, 

_ and adapts certain of these articles to cheques and 

. imeorporates the articles thus adapted in the law 
concerning ues. : 

(0) The text of the reservations or special provisions 
enabling the Contracting Parties, with reference 
to the points dealt with, i 


the protection offered to cheques, and the measures to 
be taken in case of the destruction, loss or theft of cheques. 

B.—A Convention embodying a few provisions with 
reference to the solution of certain conflicts of laws on 
bills of exchange and promissory notes. 

C.—A Fiscal Convention by which the Contracting Parties 
undertake not to subordinate the validity of obligations 
arising out of a cheque to the observance of the provisions 
concerning the stamp. 

These three Conventions are mutually independent. 
That is to say a country can be party to one without 
being a party to the others. 


Mr. P. Massingham Harper, A.S.A.A., has been awarded 
by the Institution of the Rubber Industry the Sir George 
Beharrel (1930) Prize for an essay on “‘ Methods of Costing 
of the Rubber Manufacturing Industry,” in a competition 
that was open to both this country and the Colonies. 


Srottish Rotes. 


(FROM OUR 


Scottish Council. 


A meeting of the Council of the 
was held in 


) 


Pattullo (Dundee), Mr. P. G. S. Ritchie and Mr. J. Cradock 
Reports were given by 
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of Accountants, the Scottish Branch of the Society, was 
held in G won Friday, the 27th ult. Dr. John Bell 
presided. annual report in another part 
of this issue. A fuller report be given by us next 
month. 
Preference in ° 
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thirty years old. Hence custom and usage relating 
to cheques is much less uniform than that relating 
to bills of exchange. ——————_—_—_—___— 
“ On the other hand, fiscal regulations have affected 
the wording of cheques in some countries a good 
deal more than in others where such considerations 
are less binding. 
in connection with bills of exchange. The very ee 
i”) En CORRESPONDENT§ 
ee 
Scottish Branch 
, Dr. John Bell 
gg oy RB were present Mr. R. T. — 
. J. Oe ee ee . 
Davidson Hall, . W. Houston, Mr. D. M. Muir, 
_ Mr. W. pen, Mr. J. T. Morrison, Mr. W. J. Wood, 
and Mr. James aterson ( ry). A for absence 
| 
branches of the Society's activities in Scotland, and other 
business dealt with. j 
At the close of the annual meeting, a meeting of the 
| 
j | 
eee 
| 
atroduce 
“Uniform Law” in their respective countries. This 
Convention has two annexes :— . Mr. Dunlop, however, declined 
(@) The text of the Uniform Law. This text is quite accept nomination. The Chairman 
complete in itself without reference to the articles | thereupon moved that Mr. J. Stewart Seggie be elected 
President for the ensuing year, which was seconded by 
Mr. D. M. Muir, and unanimously agreed to. Mr. Seggie 
thanked the members for the honour conferred on him. 
Messrs. John Bell, R. T. Dunlop, and W. Davidson 
Hall were elected vice-presidents for the ensuing year. 
Annual Meeting of Scottish Branch. 
The fifty-first annual meeting of the Scottish Institute 
of their own laws for the provisions of the 
Uniform Law, to specify the conditions for the 
application of these provisions, or in some cases 
to amplify them. 
__ It is, moreover, understood that for the points for which 
‘the Uniform Law contains no general ruling, each-of the 
Contracting Parties retains the right to make the legis- 
lation which it judges necessary. Examples of this are 
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on an appeal by creditors against a deliverance by a 
trustee in a a refusing a preferential ranking 
to the extent of £85 5s. 9d., which was claimed preferably 
on the ground that a poinding executed under a decree 
held by them was earlier than the sixtieth day prior to the 
sequestration. The appellants on April 10th, 1930, 
gave a charge of payment upon a decree which they had 
obtained on March 21st. On April 22nd, 1930, the days 
of — | having expired without payment made, they 
execu a poinding of the bankrupt’s effects, and this 
—— was duly reported on April 28th, 1930. On 
a 14th the appellants obtained a warrant to sell, and 
sale was advertised to take place on July 28th. On 
Suly 21st a petition for sequestration was presented and 
the first deliverance obtained. The appellants were cited 
to produce evidence of the notour maniiuptey, and they 
in consequence cancelled the sale. 


By sect. 104 of the Bankruptcy (Scotland) Act, 1913, 
it is provided that ‘“* The sequestration shall, at the date 
thereof, be equivalent to an arrestment in execution and 
decree of forthcoming, and to an executed or completed 
poinding ; and no arrestment or poinding executed of the 
funds or effects of the bankrupt on or after the sixtieth 


such funds or effects, or the proceeds of such effects, if 
sold, shall be made forthcoming to the trustee.” 


The appellants contended that, inasmuch as their 
poinding was executed earlier than the sixtieth day prior 
to the sequestration, the poinding is not cut down by the 
sequestration, and they are, in consequence, en toa 
preference. 

The Sheriff-Substitute, however, held that the provisions 
of sect. 10 of the same Act must be read along with those 
of sect. 104. Sect. 10 provides that “ arrestments and 
poindings which shall have been used within sixty days 
— to the constitution of notour bankruptcy or within 
our months thereafter shall be ranked pari passu as if 
they had all been used on the same date.” 

The ony dente gee therefore, held that the two 
clauses read together were conclusive against the appel- 


lants’ case. 
has not been the subject of 


view was stated by Professor Goudy in his work on 
Bankruptcy, and there appear to be other judicial] dicta 
to the same effect. 


Rotes on Legal Cases. 


[The abbreviations at the end of each of the cases refer 
a eet where full reports of the case 
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